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This  dissertation  includes  the  results  of  two  studies  that  investigated  taxpayers* 
perceptions  of  the  fairness  of  the  federal  income  tax  system.  The  focus  of  the  first  study 
was  how  individuals  form  fairness  judgments  about  a tax  system  and  what  factors  they 
attend  to  when  comparing  the  fairness  of  two  different  tax  regimes.  A theoretical 
framework  was  developed  based  on  equity  and  attitude  theory.  The  study's  hypotheses 
were  tested  based  on  the  responses  to  a questionnaire  sent  to  a cross-section  of  United 
States  citizens.  Regression  analysis  was  used  to  assess  the  relative  influences  on  the 
respondents'  fairness  judgments.  The  most  important  factor  in  explaining  these  fairness 
judgments  was  financial  self-interest;  however,  concern  for  complexity  and  policy  issues 
were  also  influential. 

The  second  study  investigated  the  influence  of  fairness  on  taxpayers'  compliance 
decisions.  The  Theory  of  Planned  Behavior  was  relied  upon  to  develop  hypotheses  about 
the  role  of  fairness  in  compliance  decisions  and  what  other  factors  are  likely  to  influence 


these  decisions.  The  study’s  hypotheses  were  tested  based  on  the  participants'  responses 
to  three  tax  scenarios.  Logistic  regression  was  used  to  identify  which  factors  were  useful 
in  distinguishing  between  respondents  who  chose  to  cheat  and  those  who  chose  not  to. 
The  most  consistently  important  influence  on  die  respondents'  compliance  decision  was 
moral  obligation.  Other  factors  such  as  perceived  control,  the  opinions  of  others  and 
respondents'  attitudes  were  also  influential.  Perceived  fairness  was  not  a primary 
determinant  of  respondents'  compliance  choice. 


CHAPTER  ONE 

WHAT  ROLE  IS  THERE  FOR  FAIRNESS  CONSIDERATIONS  IN  TAX 
RESEARCH? 

The  federal  lax  system  is  often  criticized.  A variety  of  ills  have  been  attributed  to 
it.  For  example,  it  has  been  criticized  for  being  hopelessly  complicated,  unfair,  and  easily 
manipulated.  Further,  noncompliance  results  in  billions  of  lost  revenue  each  year.  This 
criticism  is  in  spite  of  the  fact  that  there  have  been  at  least  4 substantial  changes  to  the  tax 
system  in  the  last  1 1 years,1 2  with  tax  reform  taking  center  stage  in  the  most  recent  (1996) 
presidential  campaign.  It  is  interesting  to  note  that  while  the  focus  of  the  1996 
presidential  campaign  was  tax  simplification,  the  1997  tax  act  will  most  certainly  be 
remembered  for  adding  complexity  to  the  tax  system.  Along  with  the  theme  of 
simplicity,  the  concept  of  fairness  has  been  prominent  in  these  debates. 

Researchers  that  have  investigated  how  individuals  react  to  the  perceived  faults  in 
the  tax  system  have  often  tried  to  identify  taxpayers'  perceptions  (e.g.  perceptions 
regarding  fairness,  complexity,  opinions  of  others,  etc.)  to  see  what  effect  these 
perceptions  have  on  their  behavior.  There  has  been  a vast  amount  of  research  that  has 
studied  the  noncompliance  phenomena.  This  research  has  been  reviewed  in  detail  by 
both  Jackson  and  Milliron  (1986),  and  Long  and  Swingen  (1991).  In  addition,  several 

1 Slemrod  and  Bakijo  (1997)  report  IRS  estimates  of  noncompUancc  for  1992  to  be  SI  19  billion 
(for  both  the  individual  and  corporate  federal  income  tax).  This  represents  1 7SS  of  the  total  tax  liability. 

: The  1986  Tax  Reform  Act  (TRA86).  The  Budget  Act  of  1990,  The  1993  Revenue  Reconciliation 
Act,  and  the  Taxpayer  Relief  Act  of  1997. 


books  have  been  written  on  the  subject  (e.g.  Cowell  1990;  Lewis  1982;  and  Roth  et  al. 
1989).  This  research  has  focused  on  a wide  range  of  factors  that  may  affect  compliance 
including  opportunity,  financial  position,  detection  and  penalty  systems,  complexity  and 
individuals'  attitudes. 

One  factor  that  is  continually  raised,  both  in  research  on  compliance  and  in  the 
public  debates  over  the  lax  system,  is  fairness.  It  is  argued  that  a lack  of  fairness  can  be  a 
justification  for  engaging  in  otherwise  unjustifiable  behavior.  This  is  the  premise  of  most 
of  the  research  on  compliance  that  included  a measure  of  fairness:  the  more  unfair  the  tax 
system  is  viewed,  the  more  likely  it  is  that  taxpayers  will  be  noncompliant. 

In  terms  of  proving  this  relationship,  research  to  date  has  fallen  somewhat  short. 
In  Chapter  Three  of  this  dissertation,  compliance  research  that  includes  fairness  as  an 
explanatory  variable  is  reviewed  in  detail.  What  is  surprising  in  this  line  of  research  is 
that  the  presumed  relationship  is  not  always  evident.  There  are  times  when  unfairness 
appears  to  lead  to  noncompliance  (e.g.  Kinsey  and  Grasmick  1993;  Kinsey  and  Smith 
1989;  Scott  and  Grasmick  1981;  Smith  1992;  Spicer  and  Becker  1980;  Spicer  and 
Lundstedt  1976;  and  Steenbergen  et  al.  1992).  However,  there  are  other  studies,  that 
report  mixed  or  no  effect  for  fairness  (Collins  et  al.  1992;  Kinsey  1992;  Mason  and 
Calvin  1984;  Moser  etal.  1995;  and  Worsham  1996). 

Understanding  the  role  of  fairness,  both  in  terms  of  understanding  public  support 
for  the  tax  system  and  identifying  its  possible  effect  on  compliance  with  the  tax  low.  is  a 
worthy  objective  because  of  the  frequency  with  which  fairness  is  injected  into  the  lax 
debate.  The  research  reported  here  is  an  efTort  to  lcam  more  about  both  of  these  aspects 
of  fairness.  More  specifically,  effort  is  directed  at  understanding  1)  how  individuals 


make  judgments  about  the  fairness  of  a tax  system;  and  2)  how  and  if  fairness  perceptions 
influence  individuals'  compliance  decisions.  An  emphasis  of  this  research  is  to  be 
specific  about  defining  fairness.  Several  social  psychology  theories  arc  drawn  upon  in  an 
effort  to  explicate  more  clearly  how  individuals  arc  hypothesized  to  form  fairness 
judgments,  and  what  theoretical  influence  these  judgments  arc  predicted  to  have  on 
decision-making.  Then  these  theoretical  predictions  are  tested  on  taxpayers. 

Equity  theory  is  the  primary  theoretical  base  for  identifying  the  factors  that 
influence  individuals'  tax  fairness  judgments.  Tax  researchers  commonly  use  terms  like 
horizontal  and  vertical  equity.1  These  are,  however,  economic  terms  and  not  necessarily 
concepts  that  are  salient  to  typical  taxpayers.  In  older  to  understand  taxpayers,  it  is 
useful  to  draw  on  social  and  psychological  theories  that  predict  how  individuals  will 
behave.  The  economic  concepts  have  an  important  role  in  the  tax  policy  debate  but  they 
may  not  be  instructive  in  understanding  taxpayers'  decision  processes. 

The  value  judgments  that  are  the  focus  of  this  research  relate  to  the  following 
aspects  of  fairness  identified  by  social  psychology  research:  distributive  fairness, 
procedural  fairness,  and  policy  fairness.  Distributive  fairness  refers  to  how  fair  an 
individual  perceives  his  particular  tax  burden  to  be  including  in  comparison  to  others. 
Procedural  fairness  refers  to  the  fairness  of  the  procedures  and  processes  of  a particular 

1 Horizontal  equity  refers  to  the  distribution  of  the  tax  burden  among  "like-situated"  taxpayers. 

4 Slcmrod  and  Bakija  (1997)  note  this  in  their  book  "Taxing  Ourselves:  a Citizen's  Guide  to  the 
Great  Debate  Over  Tax  Reform."  In  discussing  fairness  they  say  "Before  plunging  in  (to  a discussion  of 
Neither  an  A*  in  Economics  10 1 nor  a Ph,D.  in  mathematical  economics  nor  a lifetime  of  study  of  the 
theory  of  political  economy  will  reveal  the  one  true  answer.  Fairness  in  taxation,  like  fairness  of  just  about 


lax  system.  Finally,  it  is  usually  the  lax  policies  that  drive  the  i 


tax  system.  Therefore,  the  concept  of  policy  fairness,  which  refers  to  an  individual's 
judgment  of  the  perceived  fairness  of  the  tax  policies  that  are  being  achieved  by  a 
particular  tax  system,  is  also  relevant. 

The  research  described  in  Chapter  Two  of  this  dissertation  discusses  these 
concepts  in  depth  and  constructs  a method  to  test  the  relative  influence  of  these  various 
judgments  on  individuals'  fairness  beliefs.  The  hypotheses  of  this  research  are  that 
individuals  will  consider  these  factors  when  assessing  the  fairness  of  alternative  tax 
systems.  However,  the  relative  importance  of  each  will  vary  systematically  across 
individuals  based  on  what  motivates  their  attitude. 

Of  particular  interest  is  the  relative  importance  of  financial  self-interest  compared 
with  policy  and  procedural  concerns.  Identifying  the  extent  to  which  fairness  judgments 
may  be  biased  by  financial  self-interest  is  important  since  individuals'  perceptions  of 
fairness  are  raised  as  reasons  for  the  need  to  change  the  tax  system.  Additionally, 
perceived  unfairness  is  one  reason  given  for  noncompliant  behavior.  In  order  for  tax 
reform  to  remedy  these  unfairness  perceptions,  however,  it  is  necessary  to  undeistand 
their  origins. 

The  influences  on  tax  fairness  judgments  are  tested  by  having  individuals 
compare  the  current  tax  system  with  an  alternative  tax  system  which  resembles  a flat  tax. 
The  two  systems  differ  in  terms  of  the  financial  effect  on  individuals,  the  policy 
objectives  achieved,  and  the  complexity  of  the  procedures  used  to  achieve  the 
distribution.  The  subjects  then  rate  the  fairness  of  each  of  the  two  systems  and  the 


relative  fairness  of  the  iwo  systems  compared  to  each  other.  The  purpose  of  this  first 
study  is  to  learn  more  about  how  these  fairness  judgments  are  formed. 

The  second  study,  reported  in  Chapter  Three,  takes  the  fairness  investigation  a 
step  farther  by  attempting  to  clarity  the  behavioral  effect  of  fairness  perceptions.  In  prior 
research,  fairness  has  been  hypothesized  to  influence  an  individual’s  decision  on  whether 
or  not  to  comply  with  tax  laws.  This  premise  is  investigated  by  explicitly  considering 
fairness  in  a theoretical  framework  along  with  other  cognitive  factors  that  are  expected  to 
influence  an  individual's  behavioral  choice.  This  flamework  is  adapted  from  the  Theory 
of  Planned  Behavior  (Ajzen,  1991)  which  identifies  the  following  influences  on  an 
individual's  behavior:  attitude,  perceived  control,  assessment  of  the  norms  of  others,  and 
moral  obligation.  Fairness  is  hypothesized  to  affect  behavior  via  its  influence  on  an 
individual’s  attitude. 

The  Theory  of  Planned  Behavior  adds  to  the  investigation  of  fairness  on  another 
level  as  well.  It  suggests  what  type  of  fairness  should  have  the  ability  to  influence  an 
individual's  behavior.  The  theory  suggests  that  it  is  not  general  fairness  perceptions  (i.e. 
fairness  of  the  tax  system  or  amount  of  tax  paid)5  that  influence  a behavioral  decision. 
Rather,  it  is  specific  perceptions  related  to  the  behavior  in  question,  and  the  possible 
outcomes  that  may  occur  as  a result  of  engaging  in  the  behavior,  that  influence 
individuals’  behavioral  choices.  For  example,  according  to  the  theory,  it  is  not  an 
individual's  perception  of  the  general  fairness  of  the  tax  system  which  will  motivate  him 
to  engage  in  cheating  in  a particular  situation.  Instead,  it  is  his  belief  about  whether  or 
not  an  unfairness  will  be  exacerbated  or  alleviated  if  he  cheats  which  will  influence  his 


’ Note  that  this  is  ihe  type  of  fairness  measure  usually  included  in  prior  research. 


decision.  In  other  words,  specific  behavioral  choices  arc  made  based  on  an  individual's 
beliefs  relating  to  the  specific  situation. 

This  premise  is  tested  in  the  study  reported  in  Chapter  Three  by  exposing 
respondents  to  two  compliance  scenarios.  The  Theory  of  Planned  Behavior’s  predicted 
effects  are  used  to  explain  their  behavioral  choice.  In  addition,  the  effect  of  fairness  on 
the  behavioral  choice  is  assessed  by  including  both  general  fairness  judgments  and  more 
specific  fairness  influences.  Examples  of  specific  fairness  influences  include  the  fairness 
of  the  particular  rule  at  issue  and  the  respondent's  judgment  of  how  the  fairness  of  the 
amount  of  tax  he  pays  will  be  affected  by  engaging  in  the  particular  behavior. 

Both  of  these  studies  add  to  the  rich  history  of  research  in  taxpayers'  perceptions. 
Two  different  objectives  are  achieved  in  this  dissertation.  First,  individuals'  fairness 
assessments  are  dissected  in  an  effort  to  understand  what  underlies  these  assessments. 
Second,  whether,  how  and  to  what  extent  fairness  affects  individuals'  compliance 
decisions  is  analyzed. 

The  remainder  of  this  dissertation  is  organized  as  follows;  in  Chapter  Two  the 
theory,  methodology  and  results  of  a study  investigating  how  individuals  make  fairness 
judgments  are  reported.  Chapter  Three  includes  the  theory,  methodology  and  results  of  a 
study  investigating  the  role  of  fairness  in  individuals’  compliance  decisions.  Finally,  in 
Chapter  Four  conclusions  are  drawn. 


CHAPTER  TWO 

THE  EFFECT  OF  TAX  LAW  COMPLEXTTY,  POLICY  OBJECTIVES  AND  SELF- 
INTEREST  ON  INDIVIDUALS'  FAIRNESS  ASSESSMENTS 

The  fairness  of  our  current  federal  income  tax  system  has  been  the  subject  of  Sequent 
debate.  One  of  the  rallying  cries  of  the  1996  presidential  campaign  was  tax  reform.  Two 
primary  goals  cited  for  tax  reform  were  to  make  the  tax  system  fairer  and  simpler.  It  is  easy 
to  see  that  the  current  tax  system  is  not  simple;  it  is  less  obvious  why  it  is  often  perceived  as 
unfair.  The  1986  Tax  Reform  Act  (TRA86)  had  similar  goals.  The  primary  political 
rationale  for  the  TRA86  was  "to  restore  fairness"  to  the  tax  system.  However,  there  is  ample 
evidence  that  taxpayers'  did  not  perceive  the  new  system  os  more  fair  (see,  for  example,  Flitc 
and  Roberts  1 992  and  Kinsey  1 989).  A good  understanding  of  the  determinants  of  taxpayers' 
fairness  judgments  is  necessary  for  making  changes  to  the  tax  system  that  would  improve  its 
perceived  fairness.  The  purpose  of  the  research  described  in  this  chapter  is  to  provide  such 

This  study  begins  with  a theoretical  framework.  Taxpayers'  fairness  judgments  are 
treated  as  a specific  component  of  their  attitude.  Therefore,  both  attitude  theory  and  equity 
theory  are  drawn  upon  to  obtain  a more  complete  picture  of  how  these  fairness  judgments 
are  formed.  Reliance  on  attitude  theory  points  out  that  a taxpayer's  judgment  of  the  fairness 
of  a tax  system  is  only  one  factor  that  affects  his  general  attitude  toward  the  tax  system. 


factors  that  could  theoretically  influence  an  individual's  fairness  judgment.  By  combining 
the  predictions  of  attitude  and  equity  theoiy,  a more  precise  model  of  taxpayers'  fairness 
judgments  is  possible. 

The  theoretically  derived  hypotheses  were  tested  in  a unique  setting.  Respondents 

the  two  systems  were  measured.  Additionally,  an  attempt  was  made  to  identify  their 
motivation  for  holding  their  attitudes.  Then,  their  judgments  of  the  tax  system  attributes, 
taking  into  account  their  motivation  for  holding  their  attitude,  were  used  to  explain  the 

The  results  of  this  study  indicate  that  the  primary  detemrinant  of  the  subjects'  fairness 
judgments  was  not  the  two  normative  criteria  (e.g.  policy  objectives  and  procedural  justice) 
identified  by  equity  theory,  rather  it  was  self-interest.  While  policy  objectives  achieved  and 
complexity  (the  only  procedural  justice  issue  that  was  varied)  were  significant  predictors  of 

comparison  to  the  influence  of  financial  effect.  Further,  it  appears  from  these  results  that 

they  benefit  from  it.  Thus,  it  is  how  they  are  financially  affected  by  a tax  system  that  is  most 


salient  to  taxpayers  when  they  are  asked  to  make  fairness  judgments.  This  has  important 
implications  for  anyone  relying  on  these  judgments  in  comparing  tax  policy  alternatives. 

The  remainder  of  this  chapter  is  organized  as  follows:  in  the  next  section  equity 
theory,  attitude  theory,  and  prior  tax  research  are  discussed  and  hypotheses  are  developed. 
Then,  a tax  fairness  judgment  model  is  proposed,  and  a methodology  for  testing  the  model 
is  described.  Following  this,  the  results  of  the  empirical  investigation  are  presented.  Finally, 
contributions  and  future  research  are  discussed. 

Theory  and  Prior  Research 

Equity  Theory 

The  most  basic  theory  of  fairness  is  equity  theory,  whose  simple  premise  is  that 
individuals  judge  fairness  on  the  basis  of  outcomes  and  believe  that  rewards  and  punishments 
should  be  distributed  in  accordance  with  recipients'  inputs  or  contributions.  Other 
researchers  (for  example,  Dcutsch  1 975  and  Leventhal  1 980)  believed  that  this  description 
was  too  simplistic  and  that  other  factors  also  affect  an  individual's  perceptions  of  fairness. 

Leventhal  offered  the  most  comprehensive  expansion  of  equity  theoty,  "justice 
judgment  theory."  He  not  only  offered  alternatives  to  equity  theory'  in  terms  of  judging  the 
fairness  of  outcomes  (distributive  justice),2  he  also  considered  procedural  justice  (discussed 
below)  to  be  an  important  aspect  of  overall  fairness.  He  posited  that  when  individuals  are 
concerned  with  distributive  justice,  they  determine  the  appropriate  distribution  of  an  outcome 

’Leventhal  offered  both  "equality"  and  "need"  as  alternative  value  bases  that  individuals  might 


based  on  a weighting  of  the  relevant  value  bases.  Then  they  compare  the  computed  "fair" 
outcome  with  the  actual  outcome.  A simplistic  example,  in  terms  of  taxes,  is  to  consider  an 
individual  who  believes  that  an  appropriate  distributive  justice  rule  would  be  that  all 
taxpayers  pay  the  same  tax  rate.  To  the  extent  that  tax  rates  differ  at  different  income  levels, 
this  individual  will  believe  that  the  distribution  is  unfair. 

Procedural  fairness 

Further,  Leventhal  argues  that  it  is  not  just  the  end  result  - the  distribution  - that  is 
important  in  assessing  fairness.  He  holds  that  the  process  by  which  decisions  are  made  and 
outcomes  determined  (known  as  procedural  justice)  is  also  important  to  individuals  when 
judging  whether  an  outcome  is  fair.*  He  hypothesized,  however,  that  individuals  do  not 
apply  the  same  judgment  criteria  consistently  across  events;  the  importance  of  any  one  rule 
to  an  event  was  likely  to  depend  upon  the  circumstances.  Specifically,  he  suggested  that  a 
self-interest  bias  exists;  individuals  will  assign  higher  weights  to  the  procedural  or 
distributive  rules  that  favor  their  own  interests. 

Greenberg  (1987)  tested  the  importance  of  procedural  fairness  in  an  experiment 
which  varied  both  the  procedure  for  determining  a distribution  and  the  amount  of  the 
distribution.  When  subjects  received  a low  outcome  and  an  unfair  procedure,  the  unfairness 
of  the  procedure  had  an  independent  effect  on  the  judgment  of  the  fairness  of  the  outcome. 


’in  addition  to  the  distributive  value  bases  (equity,  equality,  need).  Leventhal  identified  six 
procedural  justice  rales  which  he  believed  must  be  satisfied  for  an  allocative  procedure  to  be  perceived  as 
fair.  The  values  that  Leventhal  believed  were  important  to  procedural  justice  include:  consistency,  bias- 
suppression.  accuracy,  correctibillty,  representativeness  and  cthicalily.  in  this  study,  the  complexity  of  the 

perceived  unfairness.  This  is  discussed  in  more  detail  in  the  section  of  the  paper  that  develops  the  tax 
fairness  judgment  model. 


However,  when  the  unfair  procedure  resulted  in  a high  outcome,  the  unfair  procedure  was 
not  considered  when  assessing  the  fairness  of  the  outcome.  This  result  suggests  the  presence 
of  on  egocentric  (self-interest)  bias  in  assessing  procedural  fairness.  Greenberg's  experiment 
offers  two  important  insights  for  understanding  how  individuals  make  fairness 
determinations.  Namely,  procedural  and  distributive  fairness  matter  to  an  individual's 
assessment  of  the  fairness  of  an  outcome;  and  fairness  perceptions  are  likely  to  be  affected 
by  an  individual's  self-interest. 

Policy  fairness 

Kinsey's  (1989)  discussion  of  policy  fairness  can  help  address  how  an  individual 
determines  an  appropriate  distributive  justice  rule.  Kinsey  argued  that  in  terms  of 
understanding  lax  fairness  judgments,  a consideration  of  distributive  justice  without  a 
consideration  of  the  policies  that  create  the  distributions  might  be  missing  the  point  She 
identified  the  concept  of  policy  justice  which  she  defined  as  concern  over  the  content  of  the 
tax  laws.  It  is  the  tax  policies,  along  with  the  tax  rates,  which  determine  the  distribution 
rules  of  a particular  lax  system.  Therefore,  it  is  the  support  or  lack  of  support  of  the  tax 
policies  that  "should"  determine  whether  an  individual  believes  that  a particular  tax  system 
is  fair.  This  is  true,  however,  only  to  the  extent  that  an  individual  is  making  an  objective 
assessment  of  fairness. 

To  summarize,  this  discussion  identifies  the  following  factors  that  are  likely  to  affect 
fairness  assessments:  policy  objectives,  procedural  issues,  and  self-interest.  This  leads  to 
Hypothesis  One  (stated  in  alternative  form): 


Functional  Theory  of  Attitudes 

While,  in  general,  it  is  hypothesized  that  policy  objectives,  procedural  justice  and 

expected  to  vary  across  individuals.  This  notion  is  consistent  with  Leventhal's  formulation. 
He  suggested  that  the  weights  applied  to  the  various  judgment  rules  would  vary  across 
individuals,  within  an  individual  across  situations,  and  may  be  subject  to  an  egocentric  (self- 
interest)  bias.  Whether  or  not  self-interest  is  the  primary  determinant  of  taxpayers'  fairness 
judgments  is  an  important  issue  in  deciding  how  much  policymakers  and  researchers  should 
be  influenced  by  reported  levels  of  perceived  fairness. 

To  address  the  issue  of  when  self-interest  will  dominate,  it  is  first  important  to  realize 
that  fairness  judgments  are  only  one  part  of  an  individual's  overall  attitude  toward  the  tax 
system.  Therefore,  to  more  fully  understand  taxpayers'  fairness  judgments  it  is  necessary  to 
move  beyond  a consideration  of  equity  theories  and  consider  also  theories  about  attitude.4 


mi 


The  functional  theory  of  attitudes  posits  that  attitudes  serve  a psychological  (unction, 
and  that  the  specific  function  served  by  an  attitude  determines  how  and  what  information  will 
be  deemed  relevant  in  changing  (or  developing)  that  attitude.  Heroic  ( 1 986)5  divides  attitudes 

benefit  is  the  attitude  object  itself,  then  the  attitude  serves  a utilitarian  fiinction:  the  benefit 
accrues  ftom  the  object,  and  not  from  expression  of  the  attitude.  If  the  source  of  benefit  is 
expression  of  the  attitude  (a  psychological  benefit)  then  the  attitude  serves  an  expressive 
(unction:  the  benefit  accrues  ftom  the  expression  of  the  attitude,  not  from  the  object  itself.6 
The  relationship  between  attitude  (unction  and  the  benefit  derived  from  holding  the  attitude 
is  summarized  in  Table  2-1. 

and  from  expression  of  the  attitude,  the  attitude  is  deemed  nonfunctional.  The  attitude  is  not 
strongly  held  and  presumably,  is  of  little  interest.  On  the  other  hand,  if  the  amount  of  benefit 
derived  ftom  the  object  and  from  expression  of  the  attitude  is  high,  then  the  attitude  is  likely 


situational  characteristics.  Herck  argues  that  an  attitude  whose  function  is  complex  should 


be  especially  susceptible  to  situational  variables  (e.g.  characteristics  of  the  setting)  that  focus 
an  individual's  attention  on  either  the  utilitarian  or  expressive  aspect  of  an  attitude.  For 


Whal  does  the  functional  theoiy  of  attitudes  imply  about  tax  fairness  judgments? 
Attitude  function  is  expected  to  mediate  which  factors  individuals  attend  to  when 
determining  whether  a tax  system  is  fair.  Figure  2-1  illustrates  the  attitude  (unction 
hypotheses.  If  a taxpayer's  attitude  toward  a tax  system  is  motivated  by  his  desire  to  express 
his/her  core  beliefs,  then  he/she  is  said  to  have  a value-expressive  attitude  function.  These 
taxpayers  are  expected  to  judge  the  fairness  of  the  tax  system  based  on  an  objective  analysis 
of  the  features  of  the  tax  system.9  Alternatively,  if  a taxpayers  attitude  toward  a tax  system 
is  motivated  by  how  he  benefits  from  the  system,  then  he  is  said  to  have  an  utilitarian  attitude 
function.  These  taxpayers  are  expected  to  label  a tax  system  as  fair  if  they  believe  it  benefits 
them  financially.10  Finally,  it  is  possible  (likely)  that  taxpayers  are  motivated  by  both  of 
these  factors.  This  is  considered  a complex  attitude  function.  For  these  taxpayers,  fairness 
judgments  arc  expected  to  be  influenced  by  both  an  analysis  of  the  features  of  the  tax  system 
and  by  their  own  self-interest. 

In  order  to  assess  the  importance  of  attitude  function  in  explaining  individuals'  tax 
fairness  beliefs,  the  following  two  hypotheses  (stated  in  alternative  form)  were  tested: 

H.t  Individuals  for  whom  tax  attitudes  serve  primarily  a value-expressive 
function  will  be  influenced  more  by  their  beliefs  about  specific  tax  policy 
issues  and  procedural  fairness  issues  when  assessing  the  fairness  of  a tax 
system  than  will  individuals  with  a complex  or  utilitarian  attitude  function. 


(i.c.  if  the  individual  likes  his  lax  distribution,  then  the  system  is  fair;  if  he  doesn’t  like  it,  then  the  system 
isn't  fair).  Policy  objectives  and  procedural  issues  per  se  will  not  be  a concent. 


Hj:  Individuals  for  whom  lax  attitudes  serve  primarily  a utilitarian  function 
will  be  influenced  more  by  how  they  are  financially  affected  when  assessing 
the  fairness  of  a tax  system  than  will  individuals  with  a complex  or  value- 
expressive  attitude  function. 

Prior  Tax  Research 

Prior  tax  research  has  not  comprehensively  studied  the  factors  that  influence 
individuals'  fairness  assessments.  Further,  attitude  function  has  not  been  explicitly  studied 
in  tax  research,  although  there  have  been  numerous  studies  that  have  investigated  the  effect 
of  self-interest  on  fairness  assessments.  These  studies  have  shown  mixed  results.  Gerbing 


(1988),  Hite  and  Roberts  (1991),  and  Wartick  (1994)  all  found  evidence  of  at  least  some 
correlation  between  self-interest  and  fairness  assessments.  However.  Hite  and  Roberts 
(1992)  found  that  only  2 out  of  1 1 statements  about  the  fairness  of  the  Tax  Reform  Act  of 
1986  were  significantly  correlated  with  how  the  respondents  thought  their  tax  liabilities 
would  be  affected  by  various  changes. 

Kinsey  et  al.  ( 1 99 1 ) investigated  outcomc-pmcessing  versus  norm-processing  models 
of  choice.  Their  approach  was  similar  to  the  distinction  between  utilitarian  versus  value- 
expressive  attitude  function  being  made  in  this  study.  Kinsey  et  al.  attempted  to  identify 
whether  subjects  used  outcome-processing  or  norm-processing  in  assessing  the  fairness  of 
their  own  personal  tax  situation  by  distinguishing  between  individuals  who  placed 
importance  on  the  citizen-government  exchange  transaction  (outcome-processing)  as 
opposed  to  a rich-poor  social  comparison  (norm-processing). 1 1 


' In  the  present  study  attitude  function  was  explicitly  measured 


outcome  processing  i 


Their  findings  were  interesting  in  that  it  appeared  that  their  respondents,  "...scem(cd) 
to  use  precisely  that  frame  of  fairness  evaluation  that  will  make  them  feel  worse  off.  This 
suggests  that  taxpayers  begin  with  an  initial  reference  point  of  assuming  unfair  taxes  and  then 
focus  their  selection  and  processing  of  tax  information  on  those  aspects  of  the  tax  system  that 
serve  to  confirm  this  belief."  (p.  868).  This  result  supports  the  idea  that  self-interest  affects 
taxpayers'  judgments.  However,  the  focus  of  the  study  was  the  fairness  of  the  amount  of  tax 
paid.  It  is  possible  that  focusing  on  the  payment  amount  primed  respondents'  utilitarian 
attitude  function.  The  focus  of  the  current  study  is  the  fairness  of  the  tax  system.  If  some 
taxpayers  do  have  value-expressive  attitude  functions,  a focus  on  the  tax  system  may  allow 
this  influence  to  emerge. 

In  addition  to  the  study  of  self-interest,  tax  law  complexity  has  also  been  a focus  of 
prior  research.  Complexity  is  of  interest  here  because  it  is  a potential  procedural  justice 
issue.  Prior  tax  research  regarding  complexity  has  shown  mixed  results  as  well.  Prior 
research  suggests  that  complexity  is  linked  to  fairness  (e.g.  Hite  and  Roberts  1992;  Long  and 
Swingen  1991;  Milliron  1985;  Porcano  and  Price  1992).  However,  the  nature  of  the 
relationship  is  ambiguous.  At  times,  complexity  has  been  found  to  decrease  fairness 
perceptions  (e.g.  Milliron  1985,  and  Porcano  and  Price  1992);  while  at  other  times  it  has 
been  found  to  increase  them  (Christensen  and  Weihrich  1993). 

The  research  described  in  this  paper  is  designed  to  illuminate  the  role  of  self-interest 
(as  well  as  complexity)  in  individuals'  fairness  assessments  by  providing  a theoretical 
framework  in  which  to  study  these  fairness  judgments.  In  the  next  section  of  this  chapter  a 
model  of  individuals'  fairness  judgments  is  developed. 


Tax  Fairness  Judgment  Model 


Theoretical  Model 

The  tax  fairness  judgment  model  is  derived  from  a general  model  of  attitudes. 
Rosenberg  (1956)  developed  and  tested  an  attitude  model  which  is  characterized  as  follows: 


where  Ao  = an  individual's  altitude  toward  object  o 
h = instrumentality  (individual' s subjective  probability  that  object  o will  lead 
to  attainment  of  goal  i) 

V,  = value  importance  of  goal  i ( including  the  degree  of  satisfaction  a person  would 
experience  if  he  obtained  goal  I) 

Thus,  an  individual's  attitude  toward  an  object  is  a function  of  his  salient  goals 
regarding  that  object  and  his  beliefs  about  whether  the  particular  attitude  object  will 
accomplish  those  goals.  More  specifically  in  terms  of  taxes,  an  individual's  attitude  toward 
a tax  system  is  a function  of  his  beliefs  about  what  goals  will  be  achieved  by  the  tax  system 
and  the  relative  importance  and  value  he  places  on  each  of  these  goals,  in  terms  of  a tax 
system,  there  are  a number  of  relevant  goals  that  could  be  considered.  Often  mentioned  goals 
are  fairness,  simplicity,  and  promotion  of  economic  stability. 12  The  particular  goal  of  interest 
in  this  paper  is  fairness. 

Of  specific  interest,  is  how  do  taxpayers  determine  a value  for  If  (the  probability  that 
tax  system  o achieves  the  goal  of  fairness).  The  hypotheses  developed  in  the  previous 
section  make  predictions  about  how  taxpayers  determine  their  subjective  probabilities 


(in  his  1 776  book  "the  Wealth  of  Nations’’),  Ronald  Reagan  (during  the  lax  debate  over  TRA86),  and  The 


' in  political  debates  most  notably  by  Adam  Smith 


regarding  the  likelihood  that  a particular  tax  system  will  achieve  the  goal  of  fairness. 

The  earlier  review  of  various  equity  theories  led  to  the  identification  of  the  following 
factors  that  could  be  important  to  individuals  when  assessing  the  fairness  of  a tax  system: 

• Policy  objectives  which  lead  to  a certain  distribution  of  taxes. 

• Procedural  issues  which  are  assessed  using  procedural  justice  criteria. 

• Self-interest  which  leads  some  individuals  to  judge  outcomes  that  favor 
them  as  fair. 

Further,  it  was  hypothesized  that  individuals  with  a value-expressive  attitude  (unction 
will  be  concerned  with  a normative  assessment  of  fairness.  They  will  judge  the  fairness  of 
the  tax  system  in  terms  of  the  policy  objectives  it  achieves  and  the  procedures  used  to 
achieve  them.  Alternatively,  individuals  with  a utilitarian  attitude  (unction  are  hypothesized 
to  be  primarily  concerned  with  how  they  are  financially  affected  by  the  tax  system. 

This  discussion  leads  to  the  following  theoretical  model: 

b = a[a(£  P,0,)  + b('f_  PMC,,)]  */)[  cF  + d(F-  F.)} 

where  If  = Ihe  probability  that  the  tax  system  is  fair 
Pj  - the  importance  of  policy  j 
Oj  = the  probability  that  the  lax  system  achieves  policy  j 
Py \ = the  importance  of  procedural  variable  k 

PCu  = the  rating  of  variable  k with  respect  to  procedural  fairness  criteria  I 
F = perceived  terms  of  bade 
Fa  = perceived  terms  of  trade  others 

al/il  = degree  to  which  attitude  serves  a value-expressive(utilitarian)  function 
a,b,c,d  = coefficients 

Each  of  the  variables  in  the  theoretical  model  is  discussed  in  the  following 


subsections. 


objective 


Policy  judgments  refer  to  the  specific  policy  objectives  that  are  being  accomplished 
by  a tax  system.  The  policy  objectives  of  any  particular  tax  system,  along  with  the  tax  rales, 

situations.  Therefore,  a normative  consideration  of  distributive  fairness  requires  a 
consideration  of  the  policy  objectives  an  individual  values,  and  how  well  she  believes  the  tax 

P,0,  terms.11 


Procedural  justice  issues  can  arise  both  as  a result  of  the  particular  tax  objectives  that 
are  being  accomplished  as  well  as  from  a general,  procedural  justice  perspective.'4  Here,  the 
interest  is  in  the  procedural  issues  relating  to  the  tax  system  which  arc  not  necessarily  a result 
of  the  particular  policies  being  accomplished.  Procedural  justice  issues  are  evaluated  based 
on  procedural  justice  criteria.15  The  relevant  tax  system  components  that  could  be  judged 


in  tcnns  of  procedural  justice  issues  include  tax  administration,  lax  enforcement,  and  the 
construction  of  the  tax  rules  themselves.  Not  ail  procedural  justice  criteria  apply  to  all 
procedural  justice  variables.  An  example  of  the  relevant  criteria  for  the  tax  rules  might  be 
that  the  tax  rules  are  judged  in  terms  of  ability  to  use  loopholes  to  avoid  taxes  (consistency, 
bias-suppression)  and  difficulty  of  computing  lax  due  (accuracy),16 
Self-interest  assessment 

Self-interest  is  being  characterized  here  as  "terms  of  trade"17  as  opposed  to  the 
amount  of  taxes  paid.  Terms  of  trade  refers  to  the  amount  of  taxes  paid  less  the  benefits 
received.  To  the  extent  that  the  benefits  received  are  held  constant,  then  any  change  in  the 
amount  of  taxes  paid  should  affect  the  fairness  perceptions  of  individuals,  particularly  those 
with  utilitarian  altitude  functions.  Relative  terms  of  trade,  F - Fo,  is  included  as  well  because 
individuals  often  make  inter-person  comparisons  in  deciding  the  fairness  of  an  allocation. 
For  example,  if  an  individual  believes  he  is  no  worse  off  than  others  in  similar  situations  or 
others  he  compares  himself  to,  he  would  be  inclined  to  believe  that  the  distribution  is  fairer 
than  if  he  feels  otheis  are  getting  a "better  deal"  from  the  tax  system.  Both  of  these  variables 
(terms  of  trade,  and  relative  terms  of  trade)  are  perceptions.  Both  arc  expected  to  matter  most 
to  individuals  with  utilitarian  attitude  functions,  since  these  individuals  are  deriving  benefit 
merely  from  the  attitude  object  itself,  in  this  case  the  tax  system. 


‘"Like  the  policy  objective  variables,  the  sum  of  the  PVkPCM  variables  can  be  thought  of  as  a 
procedural  justice  score  (P).  Again,  the  higher  this  score,  the  more  likely  an  individual  would  be  10  judge  the 
lax  system  as  feir. 

,TThis  is  often  referred  to  as  exchange  equity. 


Operationalization  of  Theoretical  Model 


The  theoretical  model  described  above  is  based  on  equity  theory  and  attitude  theory 
and  describes  an  individual's  judgment  about  the  fairness  of  a tax  system.  However,  the 
theoretical  model  is  not  a testable  model.  In  order  to  test  the  study's  hypotheses,  the 
following  modifications  were  made  (formalized  below)  to  the  theoretical  model.  Fiist,  the 
subjects  were  asked  to  judge  two  tax  systems  which  differed  on  three  different  dimensions: 
policy  objectives,  complexity  (a  procedural  justice  variable),  and  financial  effect  (self- 
interest).  The  subjects'  ratings  of  these  dimensions  for  each  tax  system  were  used  to  explain 
the  differences  in  their  fairness  ratings  of  the  two  systems.18 

Second,  in  order  to  test  the  importance  of  attitude  function,  a separate  attitude 
function  scale  was  included  to  measure  the  subjects'  attitude  fiinction.19  This  variable  was 
expected  to  interact  with  the  three  main  effects  identified  above.  To  formalize,  the  model  that 
was  tested  is  as  follows: 


ln-hima-  P,AF  + psPCH-  P,S1MP  + p,F  + psF° 
*PsAFxPO * P,AFxSIMP*p,AFxF  + fi,AFxFa 


where  I F1  = fairness  judgment  of  alternative  tax  system 
In  = fairness  judgment  of  current  tax  system 
AF  = attitude  function  score 

PO  = comparative  policy  score  of  which  tax  system  belter 
achieves  important  policies 

SIMP  = comparative  rating  of  complexity  of  each  of  the  two  systems 
F = class  variable  measuring  financial  effect  of  alternative  system 
versus  current  system 

Fa  = judgment  of  tax  burden  compared  to  others  for  each  system 

Hypotheses 

Recall  that  H i states  that,  in  genetal,  policy  objectives,  procedural  fairness,  and  self- 
interest  are  expected  to  influence  tax  fairness  assessments.  If  this  prediction  is  accurate,  then 
the  proposition  in  Hi  can  be  tested  by  the  following: 


Additionally,  H2  states  that  taxpayers  with  a value  expressive  attitude  function  arc 
expected  to  rely  more  on  their  judgments  about  policy  objectives  and  procedural  justice  than 
are  taxpayers  with  a complex  or  utilitarian  attitude  function.  Confirming  hypothesis  two 
requires  a significant  interaction  term.  This  implies  the  following  characterization  of  Ha: 
Ha:  p&p,>0 

Similarly,  taxpayers  with  a utilitarian  attitude  function  arc  expected  to  be  influenced 
more  by  how  they  are  financially  affected  than  are  taxpayers  with  a complex  or  value- 
expressive  attitude  function.  This  implies  the  following  tests  of  Ha: 

Hj:P,.P,<0. 


Research  Method 

Subjects 

Experienced  taxpayers  were  needed  for  this  study.  In  addition,  it  was  important  that 
the  subjects  for  this  study  consider  as  many  real -world  factors  as  possible  when  making  their 

environment  for  assessing  individuals'  real  tax  attitudes.  Therefore,  the  experimental 
instrument  was  a questionnaire  sent  out  to  a cross-section  of  the  United  States  population. 

a commercial  firm,  Compilers  Plus,  which  provided  a stratified  sample  of  households  both 
above  and  below  the  median  U.S.  household  income  (approximately  $35,000).  The  total 
design  method  (Dillman  1978)  of  maximizing  response  rates  was  used  in  an  effort  to  obtain 
as  many  responses  as  possible.20  One  thousand  questionnaires  were  mailed  in  Fall  1996 
(prior  to  the  presidential  election).  This  initial  mailing  was  followed-up  with  a postcard 

mailed  to  25%  of  the  non-respondents  four  weeks  after  the  initial  mailing.  Of  the  1,000 
questionnaires  originally  mailed,  600  were  sent  to  households  that  were  below  the  median 


household  income  level,  and  400  were  sent  lo  households  that  were  above  ihe  median 


The  questionnaire  (reproduced  in  Appendix  A)  was  designed  lo  obtain  measures  of 
the  variables  identified  in  the  model.  The  following  is  a summary  of  the  questionnaire 


respondents  between  below-  and  above-  median  income  households. 


• Respondents'  beliefs  about  what  goals  are  important  for  a tax  system  to  achieve 
were  measured  first. 

• After  reading  about  the  alternative  tax  system,  they  indicated: 

• which  of  the  two  lax  systems  they  thought  best  achieved  each  of  the  goals 
identified  in  Section  I of  the  questionnaire  (this  combined  with  the 
importance  ratings  resulted  in  the  PO  term); 

• and  which  system  best  achieved  procedural  fairness  in  terms  of  the 
complexity  in  the  tax  system  (this  provided  the  SIMP  term). 

• Respondents  were  asked  whether  they  thought  they  would  pay  less  tax  under  the 
current  system  or  the  alternative  tax  system  (this  provided  the  F measure). 

• They  were  asked  how  much  they  pay  compared  to  others  with  the  current  system 
and  the  alternative  tax  system  (this  provided  the  F„  measure). 

• The  (unction  served  by  respondents'  tax  attitudes  was  also  measured. 

• The  dependent  measure  collected  was  the  respondents'  assessment  of  the  fairness 
of  the  current  tax  system  vs.  the  alternative  tax  system  (the  (IR  - In)  term). 


One  additional  feature  of  the  design  is  that  each  subject  was  exposed  to  one  of  two 
rate  schedules  as  part  of  the  alternative  tax  system  (individuals  were  subject  to  a fiat  tax  rate 
of  cither  20  or  25%)  and  one  of  two  examples  of  how  the  new  tax  system  worked. 
Individuals  sampled  from  the  income  group  lower  than  the  median  household  income  read 
an  example  which  depicted  a family  with  a household  income  of  $22,000.  Individuals 
sampled  from  the  higher  income  group  read  an  example  which  depicted  a family  with  a 
household  income  of  $59,000  (both  examples  are  included  in  Appendix  A).a 


"Two  different  examples  were  used  in  order  to  provide  examples  that  subjects  would  be  able  to 


Two  rate  schedules  were  also  used  in  order  to  have  a fairly  even  split  between  those 
who  believed  they  would  pay  less  with  the  alternative  tax  system  and  those  who  believed 
they  would  pay  more.23  Table  2-3  shows  the  breakdown  of  respondents’  reported  financial 


with  the  alternative  tax  system. 


Level,  Inc 


independe 


these  variables  was  significant  at  the  .05  level  in  explaining  fairness  judgments  and  arc. 


average  age  of  the  respondents  was  50. 1 years.  74%  of  the  respondents  were  men;  26%  were 
women.  The  $20,00 1 -$50,000  income  group  had  the  most  respondents  (7 1 );  while  the  Over 
$75,000  income  group  had  the  least  (25).  Most  of  the  respondents  had  completed  at  least 

and  class  variables.  Financial  Effect  (F)!4  was  treated  as  a class  variable.  The  other 

Score  (PO),  Complexity  Rating  (SIMP),  and  Financial  Effect  Compared  to  Others  (FO).  The 
dependent  measure  was  fairness  of  the  current  system  veisus  the  alternative  system.  Several 
measures  of  these  variables  were  used.  The  details  of  how  these  variables  were  computed 


Dependent  variable  (D1  and  D2) 

Two  alternative  measures  of  the  dependent  variable  were  used.  D I is  the  difference 
between  the  respondents'  rating  of  the  fairness  of  the  alternative  lax  system  and  the  rating 
of  the  fairness  of  the  current  tax  system.  These  two  questions  were  reverse  scored  so  that  a 
positive  difference  implies  that  the  alternative  tax  system  is  judged  fairer,  a negative 
difference  implies  that  the  current  system  is  judged  fairer.  D2  is  the  respondents'  answers 
to  the  question,  "compared  to  each  other,  which  tax  system  is  the  most  fair?"  This  question 
was  coded  on  a +3  to  -3  scale  with  +3  corresponding  to  “Tax  System  A is  Much  Fairer”.  The 
correlation  between  Dl  and  D2  is  .63  (which  was  significant  at  the  .0001  significance  level). 
Models  using  D2  generally  had  higher  R!  values.  The  results  were  generally  consistent 
between  the  two  dependent  variables.  Results  are  shown  for  both  dependent  measures. 
Policy  objectives 

Two  different  versions  of  the  policy  objectives  variables  were  used.  First,  the 
responses  for  each  objective  of  a tax  system  (achieve  social  goals,  achieve  economic  goals, 
and  just  raise  enough  revenue  to  run  the  government)  weighted  by  respondents' judgment  of 
their  importance  were  used.  Second,  a composite  score,  again  weighted  by  importance, 
combining  all  three  objectives  was  used.21 
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: also  used  with  virtually  no  dilfcrcnce  in 


Less  than  SI  5,000 
$15,000  - $49,999 
$50,000  - $74,999 
$75,000  + 


Some  College 
College  Graduate 
Post-Graduate  Study 


Who  Prepares  Tax  Return? 


:rs  represent  the  percentage  of 


cm  Population  Survey.  Numl 


Comparing  the  responses  of  the  individual  policy  objectives  to  the  composite 
variable,  the  only  policy  that  appeared  significant  in  explaining  the  respondents'  fairness 
ratings  is  “achieving  economic  goals."  Respondents'  rating  of  which  tax  system  better 
achieves  the  objectives  of  "achieving  social  goals"  and  "just  raise  enou 


I important  in  explaining  their  fairness  judgments.  Therefore,  the  only 


results  that  will  be  reported  are  those  that  include  the  weighted  response  to  the  question 
“which  tax  system  is  better  at  helping  to  achieve  economic  goals.“ 

Procedural  fairness 

The  only  procedural  fairness  difference  between  the  current  and  alternative  tax 
system  related  to  the  perceived  complexity  of  the  two  systems.  Two  questions  related  to  this 

and  the  other  dealt  with  the  amount  of  effort  required  to  file  a tax  return.  The  average 
response  to  these  two  questions  was  used  as  the  SIMP  variable  and  this  average  was 
weighted  by  the  importance  rating  that  respondents  had  given  to  “be  as  simple  as  possible."26 

Attitude  function  was  measured  using  a “global"  measure  of  attitude  function 
obtained  from  the  demographic  section  of  the  questionnaire  where  respondents  were  asked 
“Please  circle  a number  to  show  what  you  mainly  consider  when  deciding  whether  a tax 
system  is  fair  or  not."  The  response  scale  was  “Objectives  Achieved  by  Tax  System”  on  one 
end,  and  “Financial  Effect  on  Me  Personally"  on  the  other  end.” 


Financial  effect  (F)  and  financial  efTect  compared  to  others  (FO) 

Financial  Effect  (F)  was  a class  variable.  Respondents  indicated  whether  they 
thought  they  would  pay  more  (coded  -1),  the  same  (coded  0).  or  less  (coded  I),  with  the 
alternative  tax  system  (compared  to  what  they  pay  with  the  current  system).  The  FO  term 
was  the  difference  in  their  responses  to  two  questions  asking  them  if  they  paid  too  much/too 
little  compared  to  others  with  the  current  system  and  the  alternative  system.  If  this  difference 
was  positive  then  respondents  believe  their  “relative"  financial  position  would  improve  with 
Tax  System  A.  If  it  was  negative,  they  believe  it  would  worsen. 

The  FO  variable  is  significantly  correlated  with  the  F variable,  with  a correlation 
coefficient  of  .55  (which  is  significant  at  the  .0001  level).  As  will  be  seen  in  the  results 
below,  most  of  the  explanatory  power  relating  to  financial  effect  seems  to  be  associated  with 
the  FO  variable.  This  suggests  that  the  respondents  were  concerned  not  only  with  how  they 
were  financially  affected  by  the  alternative  tax  system  but  also  by  how  they  faired  relative 
to  other  people.  Table  2-5  summarizes  the  variables  used  in  the  final  model  and  how  they 
were  measured.  * 


!*Noie  that  the  AF  i 


Descriptive  Statistics 

Table  2-6  reports  the  means  and  standard  deviations  of  the  variables  used  to  test  the 
research  hypotheses.  Additionally,  Appendix  B includes  a detail  of  the  mean  responses  to 


the  alternative  tax  system  as  fairer  than  the  current  system;  believed  he  would  pay  less  with 
the  alternative  system;  believed  the  alternative  system  was  better  at  achieving  simplicity 
goals;  and  rated  the  alternative  system  as  better  at  achieving  economic  goals.  The  negative 
mean  for  Attitude  Function  indicates  that  the  average  respondent  considered  him/her  self  to 


Hypotheses  Tests 
Hypothesis  one 


Hypothesis  One  states  that  individuals'  tax  fairness  judgments  will  be  affected  by 
their  judgments  about  the  policy  objectives  achieved  by  the  tax  system,  their  judgments 


regarding  the  procedural  fairness  of  the  tax  system  and  their  own  seif-interest.  Table  2-7 
details  the  regression  results. 

Table  2-7  reports  the  regression  results  with  each  independent  variable  entered 
separately.”  The  results  indicate  support  for  Hypothesis  One  in  that  each  of  the  three 
variables  has  a statistically  significant  effect  on  fairness  judgments.  Results  with  the  first 
dependent  variable,  D1 , (Column  3 of  Table  2-7)  show  that  Financial  Effect,  F,  is  significant 
at  the  .03  level;  Financial  Effect  Compared  to  Others,  FO,  is  significant  at  the  .0002  level; 
Complexity.  SIMP,  is  significant  at  the  .01  level;  and  Economic  Goals,  EG,  is  significant  at 
the  .004  level.  The  results  using  the  second  dependent  variable,  D2,  are  similar. 

While  all  three  hypothesized  effects  were  significant.  Financial  Effect  (both  F and 
FO)  contributed  the  most  to  explaining  the  respondents'  fairness  judgments.  Of  the  total 
explained  variance10  for  D 1,67%  was  explained  by  financial  effect,  21%  by  complexity  and 
12%  by  policy  objectives.  D2  had  similar  results,  although  complexity  had  a somewhat 
greater  influence  (30%)  and  policy  objectives  were  somewhat  less  influential  (6%).  The 
remaining  question  (from  H2  and  H3)  is  to  see  if  attitude  function  can  further  explain 
differences  across  individuals. 


Hypotheses  two  and  three 

Hypotheses  Two  and  Three  predict  that  attitude  function  is  helpful  in  differentiating 
individuals  who  will  be  more  influenced  by  policy  and  procedural  justice  in  assessing  the 
fairness  of  a tax  system,  from  individuals  who  are  primarily  concerned  by  their  own  self- 
interest-  There  is  very  limited  support  for  Hypothesis  Three  and  no  support  for  Hypothesis 
Two.  As  can  be  seen  in  Column  4 of  Table  2-7,  there  were  some  statistically  significant 
effects  attributable  to  the  attitude  function  variables.  However,  the  results  were  inconsistent 
across  the  two  dependent  variables. 

With  Dl,  there  was  a statistically  significant  negative  main  effect  from  Attitude 
Function  as  well  as  a statistically  significant  Anitude  Function  by  Financial  Effect  Compared 
to  Others  interaction  (AF  x FO).*1  Theoretically,  Attitude  Function  should  not  have  a direct 
effect  on  individuals'  fairness  assessments,  but  instead  should  only  influence  them  through 
its  interaction  with  other  direct  influences  on  fairness  judgments.  The  negative  coefficient 
on  Attitude  Function  implies  that,  on  average,  respondents  that  had  a value-expressive 
attitude  function  rated  the  alternative  tax  system  as  less  fair  than  respondents  who  had  a 
utilitarian  attitude  function.  The  significant  coefficient  on  the  Attitude  Function  variable 
implies  that  this  difference  is  independent  of  the  respondents'  ratings  regarding  policy 
objectives,  complexity  and  financial  effect. 

Further,  the  positive  coefficient  on  the  interaction  term  is  contrary  to  the 
hypothesized  effect.  The  hypothesized  effect  for  the  interaction  is  that  it  should  have  a 


With  the  second  dependent  measure,  D2,  the  results  are  more  consistent  with  the 
research  hypotheses.  There  is  no  significant  Attitude  Function  main  effect;  but  there  is  a 
significant  negative  AF  x FO  interaction.  The  interpretation  of  this  result  is  that  individuals 
with  a utilitarian  attitude  function  are  more  influenced  by  financial  effect  than  individuals 
with  a value-expressive  attitude  function.  This  result  is  consistent  with  H3. 

For  both  dependent  measures.  Di  and  D2,  there  is  no  support  for  H2  because  the 
interaction  terms  between  Attitude  Function  and  Complexity  and  Attitude  Function  and 
Economic  goals  are  not  significant.  Furthermore,  even  though  there  are  some  statistically 

FO,  add  little  explanatory  power  to  the  model.  The  adjusted  RJ  is  increased  by  less  than  2% 
by  the  addition  of  these  attitude  function  effects. 


The  results  from  this  study  suggest  that  individuals'  fairness  judgments  of  federal 
income  tax  systems  are  strongly  influenced  by  their  financial  self-interest.  Taxpayers  seem 


particularly  concerned  with  how  their  tax  burden  will  change  compared  to  how  others'  tax 
burdens  will  change.  This  outcome  is  shown  in  the  results  reported  previously  in  terms  of 
the  amount  of  variance  explained  by  the  financial  variables. 


the  policy  and  procedural  variables  suggests  that  these  measures  themselves  may  be  related. 
Table  2-8  shows  the  correlation  between  F,  FO,  the  three  policy  objective  ratings  (SG,  RG, 
EG),’  and  the  Complexity  Rating  (SIMP),  It  appears  from  these  correlations,  that  the 
respondents  systematically  rated  the  tax  system  that  favored  them  financially  as  the  system 
that  would  belter  achieve  the  identified  policy  objectives.  This  result  is  consistent  with 
individuals  acting  as  if  their  attitude  toward  taxes  serves  a utilitarian  function.  Figure  2-1 
has  previously  shown  that  when  individuals  have  a utilitarian  attitude  (unction,  their 
judgments  regarding  policy  and  procedural  justice  are  likely  to  be  influenced  by  their  self- 
interest.  Additionally,  the  only  policy  objective  that  contributed  to  explaining  fairness 
judgments  was  the  achievement  of  economic  goals.  This  outcome  itself  could  manifest  from 
a consideration  of  self-interest 


are  the  primary  determinants  of  individuals'  tax  system  fairness  judgments.  Although  other 
concerns  have  a small  but  significant  effect  on  these  judgments,  self-interest  seems  to  be  the 
overriding  concern.  This  also  suggests,  that  (perhaps  not  surprisingly)  at  least  in  terms  of 
assessing  fairness,  individuals  take  a utilitarian  approach  to  taxes. 


thled'ra  Wci8t"'d.re!pora' '?  ""hich  Sf*"" « better  si  helping  m achieve  uncial  goals  - | 


Contributions  and  Future  Research 

The  purpose  of  this  research  was  to  obtain  a better  understanding  of  the  (actors 
individuals  consider  when  making  judgments  about  the  fairness  of  a tax  system.  A 
theoretical  model  was  proposed  based  on  the  principles  of  equity  and  attitude  theory.  A 
differencing  model  was  developed  to  test  the  specific  importance  of  policy  objectives, 
complexity  and  financial  concerns.  The  main  contribution  of  this  research  is  the 
identification  of  financial  effect  (particularly  in  comparison  to  other  taxpayers)  as  the  primary 
determinant  of  taxpayers'  fairness  judgments.  Additionally,  while  it  may  not  appear  at  first 
blush  that  the  functional  theory  of  altitudes  provides  much  insight  into  individuals'  fairness 
judgments,  the  results  of  this  study  are  consistent  with  the  theory's  identification  of  a 


utilitarian  attitude  function. 


Future  research  into  taxpayers’  policy  preferences  and  fairness  assessments  should 
take  into  account  that  these  assessments  may  be  more  reflective  of  how  individuals  expect 
to  be  financially  affected  by  the  tax  system  (and  potential  changes)  than  reflective  of  an 
objective  assessment  of  the  merits  of  the  policy  or  tax  system. 

This  study  could  be  extended  in  several  ways.  First  it  would  be  interesting  to  know 
whether  individuals  could  be  prompted  to  consider  value-expressive  concerns.  In  a 
democracy  it  would  be  helpful  to  get  an  objective  assessment  of  policy  alternatives,  not  from 
the  view  of  "am  I better/worse  off’;  but  from  the  view  of  what  would  be  best  for  the  society 
(e.g.  city,  state,  countiy).  A more  objective  assessment  may  be  possible,  if  individuals  can 
be  "primed”  to  consider  value-expressive  type  concerns. 

Second,  there  were  important  components  of  the  tax  system  which  were  not 
considered  in  this  study.  Namely,  the  IRS,  the  political  system  that  creates  the  tax  rules,  and 
the  level  of  government  spending,  were  held  constant.  It  would  be  interesting  to  know  if  and 
how  taxpayers'  fairness  judgments  are  influenced  by  other  features  of  the  tax  system.  Based 
on  comments  written  by  respondents  (and  anecdotal  observation),  the  level  of  government 
spending  is  a "hot”  topic  with  many  people." 

Lastly,  this  study  only  investigated  the  factors  that  affect  fairness  assessments.  Of 
more  practical  interest  is  do  individuals'  fairness  assessments  influence  their  behavior?  Do 
these  assessments  affect  their  compliance  with  tax  laws,  their  voting  preferences,  etc.?  A fair 
tax  system  seems  to  be  a universal  goal.  This  research  is  a step  toward  understanding  how 
taxpayers  determine  what  "fair”  is. 

I=way  too  little  and  7-way  toomuch.  The  mean  response  was  6.45.  ^ 


CHAPTER  THREE 

DOES  THE  THEORY  OF  PLANNED  BEHAVIOR  EXPLAIN  THE  ROLE  OF 
FAIRNESS  IN  INDIVIDUALS’  COMPLIANCE  DECISIONS? 

Introduction 

Fairness  perceptions  have  often  been  linked  to  tax  compliance  (for  example,  Etzioni 
1986;  Hite  and  Roberts  1992;  Moser  ct.al.  1995;  Spicer  and  Becker  1980;  and  Spicer  and 
Lundstcdt  1976).  It  is  presumed  that  individuals'  perceptions  of  the  fairness  of  taxes' 
influence  their  decision  on  whether  or  not  to  comply  with  the  tax  law.  There  is,  however, 
some  uncertainty  about  this  presumed  relationship.  For  example,  survey  research  has  been 
criticized  because  of  its  inability  to  prove  causality  (Aim  1991).  In  addition,  the  survey 

Experiments  on  the  other  hand,  which  systematically  vary  the  fairness  of  the 
outcomes  (c.g.  Moser,  et  al.  1995;  Spicer  and  Becker  1980;  and  Vines  and  Wartick  1997), 

choose  to  report.  However,  these  manipulations  leave  out  much  of  the  richness  of  the  tax 
there  is  little  opportunity  for 


it.  For  example,  there  i 


credible  IRS  threat;  i 


moral  and  ethical  influences  to  operate;  there  is  no  ability  for  the  participants’  attitudes  and 
beliefs  to  influence  them;  and  there  is  usually  no  consideration  of  procedural  justice  issues. 

The  research  described  herein  attempts  to  shed  more  light  on  the  role  of  fairness  by 
drawing  on  Ajzen's  (1991)  well-tested  Theory  of  Planned  Behavior  (TPB).  By  putting 
fairness  in  context  with  other  cognitive  influences  on  compliance  behavior,  this  theory 
provides  a comprehensive  framework  for  investigating  the  influence  of  fairness.  This  is  an 
important  step  since,  as  Ajzen  (1982)  points  out,  "Although  perceived  inequity  in  social 
relations  may  sometimes  be  a powerful  motivating  force,  it  must  be  realized  that  it  is  only 
one  of  the  many  factors  that  influence  attitudes  and  behaviors"  (p.  183). 

The  TPB  identifies  the  following  factors  that  affect  an  individual’s  intention  to 
engage  in  a given  behavior:  the  individual's  attitude  toward  the  behavior,  the  opinions  of 
referent  others,  and  the  individual's  perception  of  the  amount  of  control  he  has  over  the 
behavior.  Fairness  is  one  factor  that  is  expected  to  affect  an  individual's  attitude  toward 
cheating  on  his  taxes.  Although  not  explicitly  considered  by  the  TPB,  an  individual's  sense 
of  moral  obligation  has  also  been  identified  as  important  when  explaining  negative 
behaviors. 

While  one  objective  of  this  research  is  to  test  the  ability  of  the  TPB  to  explain 
taxpayers'  compliance  intentions,  another  purpose  of  this  research  is  to  identify  what  type  of 
fairness  perceptions  affect  these  intentions.  Prior  tax  survey  research  (e.g.  Collins  et  al. 
1992;  Mason  and  Calvin  1984;  Kinsey  and  Smith  1989;  Smith  1992;  Spicer  and  Lundstedt 
1976;  and  Steenbergen  et  al.  1992)  has  typically  tried  to  link  general  perceptions  of  tax 


fairness  to  compliance,  with  mixed  results.  Alternatively,  the  TPB  predicts  that  fairness 
perceptions  will  only  affect  an  individual's  compliance  decision  to  the  extent  that  he/she 
believes  that  cheating  will  lead  to  a fairer  (or  less  fair)  outcome.  This  distinction,  between 
an  individual's  general  perception  of  fairness  and  hisflter  belief  about  the  (aimess  of  a given 
situation,  was  used  to  explain  more  precisely  how  fairness  perceptions  con  influence 
compliance  intentions. 

The  remainder  of  this  chapter  is  organized  as  follows.  In  the  next  section,  prior 
research  regarding  the  effect  of  fairness  on  tax  compliance  is  reviewed.  This  is  followed  by 
a discussion  of  the  theory  of  planned  behavior  (TPB).  The  third  section  presents  a method 
for  testing  the  hypotheses.  Then  the  results  are  discussed.  Finally,  contributions  and  tuture 
research  directions  are  discussed. 

Prior  Research 

There  has  been  a wide  range  of  research  studying  tax  compliance.  This  research  has 
been  reviewed  in  detail  by  both  Jackson  and  Milliron  (1986)  and  Long  and  Swingcn  (1992). 
In  addition,  several  books  have  been  written  on  the  subject  (e.g.  Cowell  1990;  Lewis  1982; 
and  Roth  et  al.  1989).  The  focus  of  this  study,  however,  is  the  specific  effect  of  fairness 
perceptions  on  taxpayers'  compliance  intentions. 

There  have  been  two  types  of  compliance  research  which  have  included  fairness  as 
an  explanatory  variable;  survey  research  (e.g.  Collins  et  al.  1992;  Kinsey  1992;  Kinsey  and 
Smith  1989;  Mason  and  Calvin  1984;  Scott  and  Grasmick  1981;  Smith  1992;  Spicer  and 
Lundstedt  1976;  and  Stccnbergcn  et.  al.  1992)  and  experimental  research  (c.g.  Moser  et  al. 
1995;  Spicer  and  Becker  1980;  Vines  et  al.  1997;  Worsham  1996).  Figure  3-1  summarizes 


fairness  measure  as  an  explanatory  variable. 

meant  to  capture  overall  fairness  and  the  dependent  variable  was  usually  also  a general 
measure  of  compliance.  Examples  of  the  dependent  variable  include:  likelihood  of  future 
cheating  (Kinsey  1992)  and  acceptability  of  underreporting  income  (Smith  1992).  Survey 
research,  as  a whole,  has  identified  a somewhat  weak  relationship  between  fairness  and 


The  rather  tepid  results  of  the  survey  research  are  in  sharp  contrast  to  the  results  of 

respond  by  cheating  more  when  they  are  treated  unfairly.  However,  the  experiments  differ 
from  the  surveys  in  several  important  ways.  In  the  experiments  the  fairness  manipulation  is 
both  specific  to  the  situation  and  highly  salient  and  the  subjects'  behavior  is  observed  in  this 
same  specific  environment.  Further,  there  is  usually  little  else  for  the  subjects  to  consider. 
Most  of  the  experiments  are  conducted  in  a "neutral"  environment2  (Moser  et  al.  1995  is  an 
exception)  where  both  the  probability  of  penalty  and  its  severity  are  known  with  certainty. 
There  is  little  of  the  richness  of  the  tax  environment  present.  For  example,  there  are  no 

justice  issues  (Worsham  1996  is  an  exception)  present  in  these  experiments. 


In  the  present  study  an  effort  is  made  to  combine  the  strengths  of  the  survey  and 


experimental  research  (realizing  that  the  limitations  of  both  can  not  be  eliminated).  One 
strength  of  the  experimental  research  is  that  it  focuses  on  behavior  in  a specific  situation 
(which  is  how  all  cheating  occurs;  taxpayers  do  not  cheat  generally;  they  cheat  in  many 
specific  situations).  However,  one  of  the  major  weaknesses  of  the  experimental  studies  for 
understanding  actual  behavior,  is  that  these  specific  behaviors  are  not  in  any  context  which 
remotely  resembles  a real  tax  compliance  decision  setting.  Surveys  are  better  at  capturing 
the  breadth  of  influences  on  "real  world"  decisions. 

In  this  study,  a comprehensive  framework  for  explaining  individuals’  behavior  (the 
Theory  of  Planned  Behavior)  was  used  to  develop  an  experiment  that  asked  subjects  to  make 
specific  as-if  choices  within  a real  world  context.  Most  experiments  have  asked  subjects  to 
"check  their  tax  schema  at  the  door”.  Alternatively,  by  relying  on  the  TPB,  this  study  sought 
to,  in  effect,  measure  their  schema.3 


A discussion  of  Ajzcn's  (1991)  theory  of  planned  behavior  is  necessary  to  develop 
this  comprehensive  model  of  taxpayers’  compliance  behavior.  Before  discussing  the  theory 
however,  the  specific  behavior  of  interest  must  be  clarified. 

Noncompliant  behavior  can  take  many  forms  from  outright  fraud  to  a minor 


on  taxpayers’  behavior.  In  exchange  for  giving  up  some  internal  validity,  il  is  hoped  that  the  focus  on  a 


The  Theory  of  Planned  Behavior 


inal  error,  with  an  almost  endless  list  of  behaviors  in  between.  In 


c schema  to  operate. 


Ajzcn’s  theory 


ope  of  Ihe 


behavior  of  interest  must  be  narrowed.  First,  any  unintentional  noncompliance4  is  beyond 
the  scope  of  this  study.  Second,  criminal  Baud  is  also  of  limited  interest.  Instead,  as  a first 
step,  this  research  will  focus  on  three  specific  situations  in  which  the  subjects  have  some 

Ajzen's  (1991)  theory  of  planned  behavior  (TPB)  depicts  behavioral  intention4  as 
depending  upon  three  factors:  1)  attitude  toward  the  behavior  (AB);  2)  subjective  norms  (SN); 
and  3)  perceived  behavioral  control  (PBC).  Figure  3-2  illustrates  the  theoretical  relationship. 
Further,  each  of  the  determinants  of  behavioral  intention  (i.e.  AB,  SN.  PBC)  is  itself  a 
function  of  an  individual's  salient  beliefs.  As  will  be  discussed  in  more  detail  below,  attitude 
is  a function  of  an  individual's  outcome  beliefs;  subjective  norms  are  a function  of  an 
individual's  referent  beliefs;  and  perceived  behavioral  control  is  a function  of  an  individual's 
control  beliefs. 


A number  of  social  psychology  studies  have  validated  the  TPB  in  a variety  of 
contests.7  Two  studies  are  particularly  relevant  to  the  investigation  of  noncompliance  with 
tax  laws.  Beck  and  Ajzen  (1991)  studied  the  TPB's  ability  to  predict  dishonest  actions  by 
college  students  (specifically:  cheating  on  an  exam,  shoplifting  and  lying).  In  another  study. 
Parker  et  al.  (1995)  studied  British  drivers'  intentions  to  engage  in  driving  violations.  In 
addition  to  the  three  constructs  identified  by  the  TPB,  both  of  these  studies  found  that  a 
"personal  norm"  construct  was  important  as  well. 

As  discussed  previously,  of  particular  interest  in  the  present  study  are  individuals' 
attitudes  because  this  is  where  fairness  has  an  opportunity  to  affect  compliance.  However, 
in  order  to  put  fairness  in  context  and  to  identify  the  relative  effect  of  fairness  when  all 
theoretically  important  factors  are  considered,  a test  of  all  the  factors  identified  by  the  TPB 
and  prior  research  was  undertaken.  Therefore,  personal  norms,  subjective  norms,  perceived 
behavioral  control  and,  finally,  individuals'  attitude  toward  engaging  in  the  behavior  will  be 
discussed. 

Personal  Norms 

Internalized  norms  are  not  explicitly  considered  by  the  TPB.  However,  Ajzen 
himself  argues  (Beck  and  Ajzen,  1991)  that  when  studying  dishonest  behavior  it  may  be 
important  to  consider  not  only  perceived  social  pressures  (i.e.  subjective  norms)  but  also 
personal  feelings  of  moral  obligation.  Parker  et  al.  (1995),  also  in  a study  of  negative 
behavior  (driving  violations),  note  the  importance  of  an  individual’s  personal  beliefs  about 

as  exercise  (Ajzen  and  Driver  1991 ).  problem  drinking  (Sclilegal.  et  al.  1992).  weight  loss  (Sparks,  et  al. 
1995),  and  recycling  (Taylor  and  Todd  1995). 


what  is  right  and  wrong  as  distinct  from  an  individual's  beliefs  about  what  others  want  him 


Beck  and  Ajzcn  found  that  including  moral  obligation  increased  the  predictive  power 
of  their  model  somewhat.  Additionally,  moral  obligation  and  attitude  were  significantly 
correlated.  In  Parker  ct  al.'s  study  the  combined  effect  of  moral  norms  and  anticipated  regret 
was  an  approximate  1 0%  increase  in  variance  explained.  Since  tax  cheating  is  a similar  type 
of  negative  behavior,  moral  obligation  is  expected  to  be  important  above  and  beyond  its 
effect  on  an  individual's  attitudes. 

In  their  review  of  compliance  research,  Jackson  and  Milliron  (1986)  report  on  several 
tax  studies  that  found  that  ethics  generally  increased  compliance.  However  they  also  note 
the  difficulty  of  defining  ethical  taxpayer  behavior.  Further,  they  report9  that  moral  concerns 
about  tax  compliance  appeared  to  be  relatively  weak  and  that  taxpayers  were  generally 
ambivalent  about  whether  tax  cheating  was  morally  wrong. 

Nevertheless,  in  a more  recent  study,  Rcckcrs  et  al.  ( 1 994)  included  the  question  "is 
tax  evasion  wrong  in  any  amount?"  They  found  that  it  not  only  helped  predict  tax  evasion, 
but  it  also  influenced  the  effect  of  other  variables  in  the  model.  Further,  Rcckcrs  ct  al.  argued 
for  a particularly  meaningful  role  for  the  effect  of  ethical  values.  They  argued  that  ethical 
values  do  not  "intrude  (on)  or  twist  rational  deliberations"  (p.  827);  rather  they  may 
supercede  the  consideration  of  any  other  determinant  of  behavioral  choice.  In  other  words. 


They  quote  a 1980  Wcstat  study. 


if  a behavior  is  considered  lo  be  immoral,  it  will  not  be  engaged  in,  no  matter  what  extrinsic 
benefits  are  available. 

This  suggests  an  interaction  effect  for  moral  obligation.  Specifically,  when  moral 
obligation  (not  to  cheat)  is  high,  other  motivations  and  inhibitors  (i.e.  attitude  toward  the 
behavior,  subjective  norms  and  perceived  behavioral  control)  will  not  be  considered.  Only 
when  moral  obligation  is  low  (or  conceivably  positive)  toward  cheating  will  these  other 
effects  become  important.10  In  this  study,  moral  obligation  was  included  as  both  a main  and 
interaction  effect  in  order  to  test  Reckers  et  al.'s  conjecture. 

Subjective  Norms 

As  opposed  to  personal  norms  (an  internal  consideration),  Ajzen  describes  subjective 
norms  as  the  influence  of  referent  others.  Subjective  norms  refer  to  a person's  beliefs  about 
whether  specific  individuals  or  groups  approve  or  disapprove  of  the  individual  performing 
a specific  behavior."  Subjective  norms  can  be  assessed  directly,  or  by  considering  the 


"While  Reckers.  el  al,  did  report  a significant  interaction  between  ethical  concerns  and  their  other 
experimental  variables,  in  studies  where  moral  obligation  was  included  with  other  TPB  constructs  (e.g. 

obligation  influenced  behavioral  intentions  as  a main  effect. 

difference  is  that  accountablity  refers  to  how  an  individual's  decision  making  may  be  altered  as  a result  of 
his  behavior  being  observed  by  or  reported  to  another.  Subjective  norms  act  more  as  a cue  to  individuals. 
The  opinions  of  others  are  one  cognitive  Input  into  their  decision  making  process.  The  research  reported 


fundamental  beliefs  (referent  beliefs)12  that  underlie  an  individual's  judgment  of  subjective 


In  a review  of  factors  affecting  compliance.  Jackson  and  Milliron  (1986)  report  on 
numerous  studies  which  find  that  the  compliance  level  of  one's  peers  is  significantly  related 
to  an  individual's  own  level  of  compliance.12  Additionally.  Stcenbergen  et  al.  (1992),  in  an 
analysis  of  the  TRA86,  found  that  the  most  important  determinant  of  the  change  in 
respondents'  commitment  to  comply  was  the  opinions  of  others.11  These  findings  are 
consistent  with  the  notion  that  subjective  norms  influence  compliance  behavior. 

Perceived  Behavioral  Control 

In  terms  of  the  TPB,  perceived  behavioral  control  reflects  the  degree  of  control  an 
individual  perceives  himself  to  have  in  performing  the  behavior  in  question.  More 
specifically,  control  beliefs,  the  fundamental  determinants  of  perceived  behavioral  control, 
refer  to  an  individual's  beliefs  regarding  the  presence  or  absence  of  resources  and 
opportunities  together  with  the  obstacles  and  impediments  to  performance  of  the  behavior 


Ajzen  proposes  the  following  algebraic  representation  for  Subjective  Norms:  SN  x f.hm, ; tvh 
b,  is  the  normative  belief  concerning  referent  j;  nr, 

is  the  number  of  salient  normative  beliefs.  An  individual's  subjective  not 

globally,  by  asking  him  what  other  people  think  about  him  performing  the  behavior  or  they  can  be  assessed 
using  belief-based  measurements.  In  other  words,  each  of  the  b,  and  m,  values,  the  referent  beliefs,  can  be 
measured.  Since  individuals'  subjective  norms  are  not  of  primary  interest  to  this  study,  no  altempt  at  uncovering 
the  fundamental  referent  beliefs  was  undertaken  here.  Rather  subjective  norms  were  assessed  directly. 

to  influence  individuals'  compliance  behavior  both  negatively  and  positively  Kleppcr  and  Nagin  ( 1 989) 


Specifically  the  subjects  were  asked  about  the  attitudes  of  people  (discussants)  with  whom  they 
had  discussed  the  TRAK6.  The  specific  question  asked  was  does  the  discussant  believe  “it  is  acceptable  or 
unacceptable  for  people  to  pay  less  las  than  they  legally  owe." 


in  question.  Like  subjective  norms  however,  the  specific  determinants  of  perceived 
behavioral  control  are  not  the  focus  of  this  study.  Therefore  perceived  behavioral  control 
was  measured  directly. 

Scott  and  Grasmick  (1981)  found  that  inhibitors15  interacted  with  individuals' 
motivations  to  explain  compliance  behavior.  They  found  that  when  motivation  to  be 
noncompliant  was  high  (e.g.  positive  attitude  toward  engaging  in  the  behavior),  the  presence 
of  inhibitors  were  more  important  than  when  motivation  was  low.  Likewise,  when  inhibitors 
were  high,  motivation  was  not  nearly  as  important  in  explaining  noncompliant  behavior. 
This  suggests  an  interaction  role  for  perceived  behavioral  control. 

Attitude  Toward  Cheating 

Subjective  norms,  perceived  behavioral  control  and  moral  obligation  will  be  assessed 
directly  in  this  study.  A more  complex  influence  however,  is  expected  from  an  individual's 
attitude.  Ajzen  (1991)  is  very  precise  about  what  type  of  attitude  affects  behavior,  He 
argues  that  general  attitudes  (e.g.  attitudes  toward  the  tax  system)  are  not  good  predictors  of 
specific  behavior  (e.g.  tax  noncompliance).  Instead,  an  individual's  specific  "attitude  toward 
engaging  in  the  behavior,"  is  hypothesized  to  influence  behavior. 

Further,  Ajzen  describes  an  individual's  attitude  toward  a behavior  as  determined  by 
his  evaluation  of  the  outcomes  associated  with  the  behavior  and  by  the  strength  of  those 


Algebraically,  he  models  an  individual's  attitude  toward  a behavior  as  follows: 


’’Their  inhibitors 


Where  Ab  = the  attitude  toward  behavior  B;  bi  = the  subjective  probability  that  performing 
behavior  B will  lead  to  outcome  i;  and  e,  = the  evaluation  of  outcome  i.  The  components  of 
an  individual's  attitude  are  of  interest  because  this  is  where,  theoretically,  fairness  can  enter 
as  an  influence  on  an  individual's  behavior.  Before  discussing  the  specific  influences  on 
attitudes,  the  following  hypothesis  predicts  that  the  factors  identified  by  the  TPB  will  be 
significant  in  explaining  an  individual's  compliance  intention: 

Hi:  Subjective  norms,  perceived  behavioral  control,  moral  obligation  and 
an  individual's  attitude  toward  cheating,  will  affect  an  individual's 
compliance  intentions. 

Notice  that  attitude,  moral  obligation  and  subjective  norms  are  different  facets  of  an 
individual's  motivation  to  engage  in  a behavior,  while  perceived  behavioral  control  relates 
to  whether  or  not  an  individual  is  able  to  engage  in  the  behavior.  This  distinction,  along  with 
the  previous  discussion  of  perceived  behavioral  control  suggests  the  following  interaction 
hypothesis: 


Hj:  Perceived  behavioral  control  will  interact  with  an  individual's 
motivations  (for  example,  attitudes,  moral  obligation,  subjective  norms).  In 
particular,  when  perceived  behavioral  control  is  low,  an  individual's 
mouvations  will  have  little  effect  on  his/her  behavioral  intention.  Only  when 
perceived  behavioral  control  is  high  will  motivations  become  important. 


Determinants  of  an  Individual's  Attitude  Toward  Cheating 

In  order  to  assess  the  importance  of  fairness,  a consideration  of  the  outcome  beliefs 
which  theoretically  determine  an  individual's  attitude  toward  a particular  behavior  must  be 


undertaken.  Ajzen  and  Fishbein  (1980)  describe  a procedure  for  eliciting  salient  beliefs,16 
This  procedure  was  used  during  a pilot  test  of  this  study  and  identified  the  following 
outcomes  as  potentially  important  in  explaining  individuals'  attitudes:  decrease  in  amount 
of  tax  paid,  feelings  of  guilt,  potential  for  punishment,  engaging  in  illegal  behavior,  and 
improve  fairness  of  tax  paid.  This  set  of  outcomes  is  consistent  with  factors  that  have  been 
identified  by  prior  tax  research.  Assuming  these  are  the  only  salient  outcomes,  an 
individual's  attitude  toward  cheating  can  be  represented  by  the  following  equation: 


At*  bier  A brer-*  boCa  *•  brer  + brer 
where  A,  = altitude  toward  cheating 
= subjective  probability  that  cheating  will  lead  to  outcome  i 
e,  = evaluation  of  outcomei 
T = decrease  in  taxes  paid 
J * engage  in  illegal  behavior 
G = feelings  of  guilt 
P = potential  for  punishment 
F= decrease  inequity  of  tax  payment 


The  respondents'  judgments  of  the  favorableness  (e,  value)  and  the  likelihood  (bi 
value)  of  each  outcome  was  measured.  Prior  to  discussing  methodological  issues,  however, 
the  justification  for  including  each  of  the  previously  mentioned  outcomes  is  addressed. 

Decrease  in  taxes  paid 

The  outcome  of  "decrease  in  taxes  paid"  is,  arguably,  the  most  obvious  reason  for 
engaging  in  cheating.  It  is  expected  to  be  a salient  outcome  to  individuals  in  determining 


n.  What  else  do  you  associate  with  not  reporting  all  of  your  tips 


Iheir  attitude  toward  cheating.  However,  not  everyone  is  expected  to  value  it  equally  or  to 
agree  on  whether  cheating  will  necessarily  lead  to  a decrease  in  taxes  paid. 

Feeling  guilty  about  cheating  is  the  most  likely  outcome  to  be  correlated  with 
personal  norms.  Prior  social  psychology  research  has  included  anticipated  regret  or  guilt 
feelings  as  a separate  construct.  However,  it  seems  more  theoretically  correct  to  include  it 
as  a potential  outcome  of  the  behavior  and  consider  an  individual's  beliefs  about  this  outcome 
as  important  in  determining  an  individual's  attitude  toward  cheating.  Kinsey  ( 1 992)  included 
a variable  measured  as  "the  likelihood  the  respondent  would  feel  guilty  if  he  or  she 
underreported  income  or  overstated  deductions"  and  found  that  it  was  significant  in 
explaining  the  likelihood  of  liiture  cheating.  This  result  is  particularly  noteworthy  since  there 
was  a good  correspondence  between  the  belief  and  the  resultant  behavior. 

Potential  for  punishment 

Punishment  can  refer  to  monetary  fines,  embarrassment  or  even  imprisonment.  All 
of  these  are  possible  outcomes  associated  with  cheating  if  an  individual  believes  there  is  a 
chance  he  will  be  caught.  Individuals’  perceptions  regarding  the  probability  of  detection  (see 
review  by  Fischer  et.  al.  1992)  have  commonly  been  found  to  be  associated  with  compliance 
behavior.  This  is  consistent  with  the  notion  that  potential  for  punishment  is  a salient 
outcome. 

Illegal  behavior 

The  results  from  the  belief  clicidation  procedure  suggest  that  concern  about  engaging 
in  behavior  that  is  ''illegal''  is  a separate  issue  beyond  a concern  for  incurring  some  type  of 


penally.  Ii  is  likely  that  this  oulcome  will  be  correlated  with  responses  regarding  potential 
for  punishment.  Nevertheless,  since  it  was  mentioned  quite  frequently  as  a separate  issue, 
respondents'  beliefs  regarding  engaging  in  illegal  behavior  was  also  included. 

Fairness 

Ajzen  (1982),  along  with  Greenberg  (1982)  argues  that  equity  (as  well  as  inequity) 
motivates  behavior.  Individuals  value  equitable  outcomes  and  will  alter  their  behavior  in 
order  to  achieve  a more  equitable  outcome.  In  an  earlier  section  of  this  chapter,  prior  tax 
research  addressing  fairness  was  discassed.  Results  from  this  research  suggest  that  fairness 
influences  compliance  behavior.  The  TPB  gives  structure  to  that  influence  by  offering  an 
individual's  attitude  as  the  vehicle  by  which  fairness  will  influence  behavior. 

The  following  two-part  hypothesis  summarizes  the  effects  predicted  to  influence  an 
individual's  attitude: 

Hja:  If  an  individual  believes  that  cheating  will  lead  to  a decrease  in  the 
amount  of  tax  he  pays,  and/or  a fairer  amount  of  tax  paid;  and  if  he  rates  these 
outcomes  as  favorable,  then  he  will  have  a favorable  attitude  toward  cheating 
on  his  taxes. 

Hsa:  If  an  individual  believes  that  he  will  feel  guilty,  face  punishment  if  he 
cheats,  and/or  would  be  engaging  in  an  illegal  behavior,  and  if  he  rates  these 
outcomes  as  unfavorable,  then  he  will  have  an  unfavorable  attitude  toward 
cheating  on  his  taxes. 

In  this  study,  tax  system  attributes,  and  individuals'  personality  characteristics  and 
traits  will  be  considered  exogenous.  The  primary  concern  will  be,  once  these  beliefs  are 
developed,  do  they  affect  compliance  intentions  as  hypothesized.  Figure  3-3  summarizes 
the  hypothesized  predictions  of  this  study.  The  method  used  to  test  the  validity  of  the 


predictions  regarding  fairness  and  the  use  of  the  TPB  to  explain 
are  described  in  the  next  section  of  this  chapter. 


Method 


Subjects 


Subjects  were  obtained  three  different  ways.  One  group  of  subjects  was  students  at 
a large  university  who  received  extra  credit  for  participating  in  this  study.  A second  group 


respondents  from  a random  sample  mail-out  to  residents  of  Florida  and  Georgia.  Tabic  3-1 


Each  experimental  instrument  included  two  of  three  compliance  scenarios.  Each 

Each  scenario  described  a tax  compliance  situation  faced  by  a hypothetical  person, 
along  with  enough  information  for  respondents  to  determine  the  completely  compliant  course 
of  action  in  the  described  situation.  The  purpose  of  including  the  completely  compliant 
action  was  to  eliminate  heterogeneous  beliefs  between  subjects  regarding  which  actions 
would  be  considered  compliant  versus  noncompliant.  After  reading  each  scenario,  the 
subjects  were  asked  what  they  would  do  if  they  were  in  that  situation.”  The  tax  reporting 
choice  is  the  dependent  measure. 

Following  the  collection  of  this  measure,  a measure  of  the  subjects’  attitude,  moral 
obligation,  perceived  behavioral  control,  subjective  norms,  and  the  fairness  of  the  rule”  were 

scenarios,  they  were  asked  the  attitude  determinant  questions.  Finally,  in  the  last  section  of 
the  questionnaire,  general  measures  (i.e.  measures  not  specifically  related  to  a particular  tax 
issue)  of  each  of  the  constructs  was  obtained  along  with  demographic  information. 


Most  of  the  independent  measures  are  straightfo 


i younger  i 


college.  Compared  lo  Ihe  national  average,  the  respondents  were 


Data  Analysis  - Altitude  Determinant  Hypotheses 
Descriptive  statistics 

Table  3-3  reports  the  means  and  standard  deviations  of  the  variables  used  to  test  Hr, 
the  influences  on  an  individual's  attitude.  Respondents'  attitude  toward  cheating  in  the  tip 
scenario  was  the  most  unfavorable  (with  a mean  of  3.42);  while  their  attitude  toward  cheating 
in  the  business  deduction  scenario  was  the  most  favorable  (mean  of  4.45).  As  expected, 
three  of  the  possible  outcomes  were  rated  as  being  unfavorable  (feeling  guilty,  engaging  in 
an  illegal  activity,  and  being  subjected  to  some  penalty);  while  two  of  the  possible  outcomes 
were  rated  favorably  (decrease  amount  of  tax  paid,  and  affect  the  fairness  of  the  amount  of 


The  biggest  differences  in  the  independent  variables  across  scenarios  are  the  scores 
on  the  tax  paid  beliefs  and  the  fairness  beliefs.  The  high  score  on  the  lax  paid  belief  in  the 


business  deduction  scenario  is  because  respondents  rated  that  outcome  more  favorably  in  the 
business  deduction  scenario  (1.53)  than  they  did  in  the  charitable  contribution  scenario  (1.14) 
and  the  tip  scenario  (.75).  The  relatively  high  score  on  the  fairness  belief  in  the  business 
deduction  scenario  is  a result  of  two  effects.  First,  respondents  rated  the  outcome  more 
favorably  in  the  business  deduction  scenario  (1.88  compared  to  1.45  in  the  charitable 
contribution  scenario,  and  1.33  in  the  tip  scenario).  Second,  they  also  rated  the  likelihood  of 
fairness  being  affected  as  higher  in  the  business  deduction  scenario  (5.42  compared  to  4.87 
in  the  charitable  contribution  scenario  and  3.73  in  the  tip  scenario). 

Regression  results 

The  independent  variables  used  to  test  Hj  were  significantly  correlated  with  each 
other  (see  Appendix  E for  correlation  statistics  for  each  variable  and  scenario).  Therefore, 
the  parameter  estimates  of  the  regression  are  unreliable.  For  this  reason,  the  relative 
significance  of  each  variable  was  assessed  by  adding  each  variable  to  the  model  one  at  a 
time.  The  order  in  which  the  independent  variables  were  added  to  the  model  was  based  on 
the  relative  correlation  between  each  independent  variable  with  the  dependent  variable.  The 
results  are  discussed  for  each  scenario  separately  and  then  the  similarities  and  differences 
between  scenarios  are  addressed.’1 

Business  deduction  scenario.  Regression  results  for  the  business  deduction  scenario 
are  reported  in  Table  3-4.  All  five  independent  variables  made  some  positive  contribution 
to  explaining  the  respondents'  attitudes  toward  cheating  in  the  business  deduction  scenario. 
The  most  influential  belief  was  respondents'  beliefs  about  whether  or  not  the  amount  of  tax 

'A  separate  regression  was  ran  for  each  scenario  because  each  subject  responded  to  more  than  one 
scenario.  Including  ali  of  the  responses  in  one  regression  would  have  introduced  bias. 


they  paid  would  decrease  as  a result  of  cheating.  Also  influential,  however,  were  whether 
or  not  they  thought  they  would  feel  guilty,  how  they  thought  the  fairness  of  the  amount  of  tax 
they  paid  would  be  affected  by  cheating,  whether  they  thought  engaging  in  the  behavior  was 
illegal  and  whether  they  thought  they  would  incur  some  penalty.  The  overall  adjusted  R:  for 
the  model  was  .491. 


Table  3-4 

Altitude  Determinants  Results 
Business  Deduction  Scenario 


Fairness  Belief 


Additional 


;re  added  to  the  model  one  at  time  in  order  to  identify  the  incremental 


In  addition  to  the  main  analysis  repotted  in  Table  3-4,  analysis  of  whether  there  were 
any  group  or  version”  effects  was  also  undertaken.  As  reported  in  Appendix  D,  there  arc 
some  differences  in  the  demographics  of  the  sample  groups  as  a result  of  using  college 


" It  is  ncccssaty  to  check  for  version  effects  because  respondents  were  exposed  to  2 of  3 possible 


students.  When  group  and  veision  were  added  to  the  model  as  class  variables,  no  significant 
effects  were  identified. 22 

Tip  scenario.  Regression  results  for  the  tip  scenario  are  reported  in  Table  3-5.  Only 

two  of  the  independent  variables  were  significant  in  explaining  the  respondents'  attitude 
toward  cheating  in  the  tip  scenario.  The  most  influential  variable  was  whether  or  not  the 
respondent  believed  that  cheating  was  illegal.  Of  marginal  importance  was  whether  or  not 
they  believed  the  amount  of  tax  they  paid  would  be  affected  by  cheating."  The  fairness 
belief  variable  had  a p-value  of  .09  and  its  inclusion  in  the  model  increased  the  adjusted  R2 
by  only  .006.  The  overall  adjusted  R2  (with  all  5 independent  variables  included)  of  the 
model  was  .354. 

As  with  the  business  deduction  scenario,  group  and  version  were  added  to  the  model 
in  order  to  identify  any  additional  effect  from  these  variables.  Neither  version  or  group  were 
Statistically  significant  and  the  adjusted  R2  of  the  model  was  not  improved  by  the  addition 
of  these  variables.25 


variables  included  i 


the  R1  of  the  model- 


ions  and  belween  groups.  The  mean 

gher  (4.0)  than  in  Ihe  olher  Ihree  vemions'lhal  mS'llhTtip^en^rio^'o,  3 2$. 
of  ihe  attitude  variable  " as  loner  for  Masters  Students  (2.67).  lhan  for  ihe 


Table  3-5 

Attitude  Determinants  Results 

Variable  Added  10  M del' 


I 'lnn"  H.  ii.  f 


Additional 

Explained 


Charitable  contribution  scenario.  Regression  results  for  the  charitable  contribution 
scenario  are  reported  in  Table  3-6.  Three  of  the  independent  variables  were  salient  to 
respondents  in  terms  of  explaining  their  attitudes  toward  cheating  in  the  charitable 
contribution  scenario.  The  most  influential  variable  was  the  respondents'  beliefs  about 
whether  or  not  they  would  be  engaging  in  an  illegal  behavior.  Also  Influential  however  were 
their  beliefs  about  whether  they  would  feel  guilty  and  whether  engaging  in  the  behavior 
would  affect  the  amount  of  tax  they  would  pay.  The  overall  adjusted  R2  for  the  charitable 
contribution  model  was  .3825.  Neither  respondents'  beliefs  about  fairness  or  penalties 
provided  any  significant  explanatory  power  to  the  model. 

Analysis  of  group  and  version  effects  identified  a significant  version  effect.  Inclusion 


of  version  in  the  model  increased  the  adjusted  R~  of  the  model  to  .404  (from  .3825).  The 


cause  of  ihe  version  effect  was  a significant  difference  between  the  CT  version  (charitable 
contribution  scenario  first,  tip  version  second)  and  the  BC  version  (business  deduction 
scenario  first,  charitable  contribution  scenario  second).  Respondents'  attitude  toward 
cheating  was  more  favorable  when  they  were  they  received  the  BC  version  (4.58)  than  when 
they  received  the  CT  version  (3.78).  A possible  reason  for  this  is  that,  in  general, 
respondents  had  a more  favorable  attitude  toward  cheating  in  the  business  deduction  scenario 
than  in  the  other  two  scenarios  (see  Table  3-3).  It  is  possible,  that  respondents'  attitudes  fiom 


the  business  deduction  scenario  may  have  carried  over  somewhat  to  the  charitable 


“The  group  variable  was  not  statistically  significant.  However,  there  were  differences  in  the 
means  of  the  groups.  The  Accounting  Students  mean  anitude  was  significantly  different  (3.28)  than  the 
attitude  of  both  the  Business  Students  (4.65)  and  the  Masters  Students  (4.30). 


Discussion 


In  all  ihree  scenarios  the  theory  was  relatively  successful  at  explaining  individuals' 
attitudes  towards  cheating.  Table  3-7  summarizes  the  significant  variables  across  scenarios. 
Hja  and  HJB  are  supported  by  the  results.  The  adjusted  R2  of  the  models  ranged  from  .354 
to  .491.  In  two  of  the  scenarios,  consideration  of  whether  or  not  the  behavior  was  illegal  was 
the  primary  determinant  of  the  respondents'  attitudes  (charitable  contribution  and  tip 
scenario);  while  in  the  business  deduction  scenario  the  belief  about  whether  the  amount  of 


tax  paid  would  be  affected  was  most  influential. 


does  not  appear  to  have  been  very  influential.  The  fairness  variable  included  here  was,  in 
keeping  with  the  TPB,  individuals'  beliefs  about  whether  or  not  engaging  in  the  specific 
behavior  would  affect  the  fairness  of  the  outcome.  It  was  only  statistically  significant  in 
explaining  respondents'  attitudes  in  the  business  deduction  scenario  (p-value  .026).2’  Why 
was  fairness  more  salient  in  this  scenario  than  in  the  others? 


) (p-valuc  of  .09)  but  not  significant  at  all  in 


d's  attitude  I 


One  premise  is  that  fairness  only  influences  an  individ 
when  he/she  perceives  an  unfairness.  In  other  words,  if  a rule/outcome  is  considered  "fair", 
then  an  individual’s  attitude  toward  cheating  is  dominated  by  other  factors.  However,  if  a 
situation  is  perceived  as  unfair,  this  unfairness  may  cause  them  to  have  a more  favorable 
attitude  toward  cheating.  The  results  of  this  study  arc  somewhat  supportive  of  this 


Table  3-8  compares  the  fairness  ratings  and  attitude  ratings  of  each  of  the  three 
scenarios.  As  Table  3-8  shows,  respondents  rated  the  home  office  deduction  rule  as  quite 
unfair,  they  were  basically  neutral  on  whether  or  not  the  lip  rule  was  fair,  and  they  rated  the 
charitable  contribution  rule  as  somewhat  fair.  This  is  consistent  with  the  amount  of  influence 
that  the  attitude  determinant  measure  of  fairness  had  on  respondents'  attitudes.  Their 
attitudes  were  influenced  most  by  fairness  in  the  business  deduction  scenario;  they  were 
slightly  influenced  by  fairness  in  the  tip  scenario;  and  fairness  was  not  a factor  at  all  in  the 
charitable  contribution  scenario. 

To  further  investigate  the  role  of  fairness  in  explaining  individuals'  attitudes, 
respondents'  ratings  of  the  rule  fairness  were  added  to  the  earlier  regression  models  (both  in 
addition  to  the  TPB  fairness  variable  and  in  place  of  it).  Interestingly,  even  though  the 


af  either 


Wilh  the  tip  scenario,  however,  respondents'  rating  of  the  fairness  of  the  tip  rule  did 
increase  the  explanatory  power  of  the  model  slightly.  Rule  fairness  was  significant  at  the  .05 
level  and  its  inclusion  increased  the  adjusted  R!  of  the  model  by  .007,  Additionally,  adding 
the  more  general  fairness  ratings,  system  fairness  and  amount  of  tax  paid  fairness  ratings,  had 
significant  effects  on  the  model.” 


Data  Analysis  - Compliance  Hypotheses 

For  each  scenario,  the  test  of  hypotheses  one  and  two  was  performed  based  on  the 
following  relationship: 

CI=a+/3lA'+0,SN  + p,PBC+P4MO+ 

Ps  Ac  * PBC  + ptSN*  PBC + p,  MO  * PBC 

where  Cl = cheating  intentions 
A, = altitude  toward  cheating 
SN-  subjective  norms 
PBC  = perceived  behavioral  control 
MO  = moral  obligation 

These  hypotheses  were  tested  using  logistic  regression.50  The  importance  of  each 
independent  variable  was  tested  using  a logistic  regression  stepwise  selection  model  (based 
on  the  likelihood  ratios).  The  results  reported  below  identify  the  variables  that  were  best  at 
predicting  the  respondents'  behavioral  choice.  In  most  cases,  the  linal  model  was  able  to 

80-100%  range). 

Attitude  (ATT),  Subjective  Norms  (SN),  and  Perceived  Behavioral  Control  (PBC) 
were  scaled  such  that  a higher  number  corresponds  to  cheating  being  more  likely.  Moral 
Obligation  (MO),  on  the  other  hand,  was  scaled  such  that  a higher  number  corresponds  to 


interpreted  in  the  same  manner  as  linear  coefficients,31  the  sign  of  the  coefficients  are  still 
interpretable  in  the  usual  way.  Therefore,  Hi  can  be  restated  as: 

Hi:  P1.P2,  Pj>  0;  p4  <0. 

In  addition  to  testing  the  main  effects,  Hj  predicts  interactions  between  Ac  and  PBC, 
SN  and  PBC  as  well  as  MO  and  PBC.  Therefore  Pi.  Pi  and  jl:  are  expected  to  be  positive. 
Also  included  In  the  test  of  interactions  was  a test  of  whether  moral  obligation  interacted 
with  the  other  variables  as  predicted  by  Reckers,  et  al.  ( 1 994).  If  moral  obligation  interacts 
with  the  other  independent  variables,  the  sign  on  these  interaction  terms  is  predicted  to  be 
negative.31 

Two  additional  tests  were  performed.  In  addition  to  testing  H;  with  the  global 
measure  of  attitude,  in  a separate  analysis,  the  global  measure  was  replaced  with  the  belief- 
based  measures  (this  is  reported  as  step  two  in  the  results  that  follow).  Finally,  the 
alternative  measures  of  fairness  were  added  to  the  model  in  order  to  identify  whether  there 
was  a separate  effect  on  the  respondents'  behavioral  choice  based  on  their  general  fairness 
perceptions.  The  results  from  this  step  are  not  reported  because  the  additional  fairness 
measures  were  never  significant  in  explaining  the  respondents'  compliance  choice.33  The 


>:A  negative  interaction  term  translates  into  a smaller  effect  for  SN.  Ac,  and  PBC.  the  larger  the 
value  for  moral  obligation.  Note  that  the  prediction  of  a negative  coefficient  for  a MO  x PBC  interaction  is 
contradictory  to  the  discussion  regarding  the  PBC  interaction  terms.  This  suggests  that  if  the  MO  x PBC 


separately  first;  then  the  similarities  and  differences 


Descriptive  statistics  for  each  of  the  independent  variables  (including  both  the  global 
and  belief-based  measures  of  attitude  and  the  different  fairness  measures)  at  each  level  of  the 
dependent  variable  arc  reported  in  Table  3-9.  It  is  apparent  from  an  inspection  of  these 
statistics  that  respondents  who  chose  to  "cheat"  rated  many  of  the  independent  variables  quite 
differently  than  respondents  who  chose  not  to.  For  example,  the  mean  of  moral  obligation 

situation)  was  "morally  wrong."  while  cheaters  somewhat  disagreed  that  cheating  was 
morally  wrong. 

Table  3-10  reports  the  results  of  the  logistic  regression  analysis.  The  business 
deduction  scenario  offers  support  for  H|.  Attitude,  subjective  norms  and  moral  obligation 
were  all  useful  in  explaining  the  respondents'  compliance  choice.  Additionally,  when  the 
global  attitude  measure  was  used,  there  was  a significant  moral  obligation  by  subjective  norm 
interaction.  The  sign  of  this  interaction  indicates  that  the  more  likely  a respondent  was  to 
believe  that  it  was  morally  wrong  to  cheat,  the  less  influential  was  their  rating  of  subjective 


When  ihe  global  attitude  measure  was  replaced  with  the  attitude  determinants  (step 
two  in  Table  3-10),  the  respondents'  beliefs  about  guilt,  penalties,  and  whether  or  not  the 
behavior  was  illegal  were  useful  in  explaining  the  respondents'  choice.  Additionally,  the 
interaction  term  dropped  out  and  moral  obligation  entered  as  a main  effect.  Subjective  norms 
were  still  significant. 


Charitable  contribution  scenario 

Descriptive  statistics  for  each  of  the  independent  variables  at  each  level  of  the 
dependent  variable  are  reported  in  Table  3- 1 1 . The  logistic  regression  results  are  reported  in 
Table  3-12.  There  is  one  unique  aspect  of  the  charitable  contribution  scenario  (compared  to 
the  other  two  scenarios).  It  is  likely  that  the  respondents  who  chose  to  deduct  nothing  for  the 
charitable  contribution  and  the  respondents  who  chose  to  deduct  $250  (the  maximum 
allowable  without  written  acknowledgment  fiom  the  charity)  all  considered  themselves  "non- 
cheaters."  In  a separate,  unreported,  analysis,  there  was  little  difference  between  respondents 
in  those  two  groups.  Therefore,  a third  step  to  the  analysis  was  undertaken  with  the 
charitable  contribution  data.  The  "maximum  cheaters"  were  compared  to  the  other  two 

discussed  shortly. 

In  contrast  to  the  business  deduction  scenario,  in  the  charitable  contribution  scenario 
there  was  support  for  H2,  as  the  interaction  effects  dominated  the  results.  Regardless  of 
which  attitude  measure  was  included  in  the  analysis,”  the  perceived  behavioral  control  by 
subjective  norm  interaction,  the  perceived  behavioral  control  by  moral  obligation  interaction 
and  the  moral  obligation  by  subjective  norm  interaction  were  all  significant  predictors  of  the 
respondents'  compliance  choices. 


Fairness  Belief 


•Dependent  variable  was  coded  as  follows:  0 = deducted  none  of  the  charitable  contribution.  I = d 
2=  deducted  all  of  the  charitable  contribution. 

••Cell  entries  are  means  (standard  deviations). 


The  perceived  behavioral  control  by  subjective  norm  interaction  had  a positive 


spondents  believed  they  had  in  taking  the 


behavioral  control  by  moral  obligation  interaction  had  a negative  coefficient.  This  indicates 
that  the  more  morally  wrong  respondents  believed  taking  the  deduction  was,  the  less 
perceived  behavioral  control  mattered.  Further,  the  negative  coefficient  on  the  moral 
obligation  by  subjective  norm  interaction  indicates  that  the  more  morally  wrong  respondents 
believed  taking  the  deduction  was,  the  less  subjective  norms  mattered.  The  overall 
interpretation  of  the  three  significant  interaction  terms  indicates  that  low  moral  obligation 
and  high  perceived  behavioral  control  were  prerequisites  for  a noncompliant  choice.  If  both 
of  these  conditions  existed,  then  subjective  norms  influenced  the  respondents'  choice. 

Table  3-12  also  reports  the  results  (as  step  three)  of  an  analysis  which  included  only 
two  levels  for  the  dependent  variable.  Respondents  who  chose  to  report  cither  none  of  the 
deduction  or  $250  were  combined  and  compared  to  respondents  who  chose  to  cheat.  This 
model  was  somewhat  better  at  classifying  respondents  correctly  (89.7%  vs.  84%  for  the 
model  with  three  compliance  choices).  In  this  model,  moral  obligation  and  the  perceived 
behavioral  control  by  subjective  norm  interaction  were  significant,  with  the  expected  signs. 
This  provides  support  for  both  Hi  and  H2. 

Tip  scenario 

Descriptive  statistics  for  each  of  the  independent  variables  at  each  level  of  the 
dependent  variable  are  reported  in  Table  3- 1 3.  The  logistic  regression  results  arc  reported  in 
Table  3-14.  The  tip  scenario  results  provide  support  for  both  Hi  and  ft.  Moral  obligation 
entered  as  a main  effect  with  the  expected  negative  coefficient.  Additionally,  perceived 
behavioral  control  interacted  with  two  other  variables.  The  effect  of  attitude  and  subjective 
norms  were  both  moderated  by  the  effect  of  perceived  behavioral  control.  The  more  control 


respondents  believed  they  had  in  terms  of  cheating,  the  more  influential  were  their  attitudes 
and  their  subjective  norms.  The  specific  component  of  the  respondents'  attitude  (step  two 
in  Table  3-14)  that  appeared  influential  was  their  belief  about  how  the  amount  of  tax  they 


interaction  effect.  Attitude  was  significant  in  the  business  deduction  scenario  and  entered 


os  an  interaction  effect  in  the  tip  scenario. 


Table  3-15 

Summary  of  Compliance  Hvpollieses  Results 

Business  Deduction 

Charitable 

Contribution 

Tip 

One  1 Theory  of  Planned  Behavior  Variables 1 

Tax  Paid  Belief 
Guilt  Belief 
Penalty  Belief 
Illegal  Belief 

Significant 
Not  Significant 
Significant 
Significant 
Significant 
Not  Significant 

Not  Significant 
Not  Significant 
Not  Significant 
Not  Significant 
Not  Significant 
Not  Significant 

Interaction  Only 
Interaction  Only 
Not  Significant 
Not  Significant 
Not  Significant 
Not  Significant 

Subjective  Norms 

Significant 

Interaction  Only 

SS""*" 

Not  Significant 

Interaction  Onlv 

Interaction  Onlv 
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deduct  group  end  the  maximum  deduct  group. 

paid  belief  interaction. 

H2  predicts  an  interaction  influence  for  perceived  behavioral  control.  Specifically, 
the  more  control  individuals  think  they  have  in  a situation,  the  more  important  will  be 
attitude,  subjective  norms  and  moral  obligatioa  This  hypothesis  receives  strong  support 
from  the  charitable  contribution  scenario  and  tip  scenario  results.  Perceived  behavioral 
control  interacted  with  subjective  norms  and  moral  obligation  in  the  charitable  contribution 
scenario,  and  with  subjective  norms  and  attitude  in  the  tip  scenario. 

Further,  the  business  deduction  scenario  results  are  not  inconsistent  with  Hi.  In  the 
business  deduction  scenario,  there  was  little  difference  in  the  perceived  behavioral  control 
ratings  across  groups.  Most  respondents  believed  they  had  a fairly  high  degree  of  control 
over  cheating.  Therefore,  perceived  behavioral  control  was  not  a dominant  influence  in  this 
scenario.  Since  perceived  behavioral  control  was  not  an  issue,  it  is  consistent  with  the 
hypothesis  that  attitude,  subjective  norms  and  moral  obligation  were  influential  in 
determining  respondents'  compliance  choice. 

There  was  not  a specific  research  hypothesis  regarding  the  interaction  effect  of  moral 
obligation.  However,  a test  of  the  interaction  was  included  here  because  of  the  inconsistent 
results  of  prior  research.  Reckers,  et  al.  (1994)  predicted  and  found  an  interaction  effect  for 
moral  obligation,  while  prior  TPB  research  (Beck  and  Azjcn  1991;  Parker,  et  al  1995)  has 
only  reported  a main  effect  for  moral  obligation. 

Moral  obligation  proved  to  be  a consistent  influence  on  respondents'  compliance 
choice  both  as  a main  effect  and  as  a moderator  of  other  variables.  The  stronger  the 
respondents'  moral  obligation  not  to  cheat,  the  less  likely  they  were  to  cheat  and  the  less 
influential  were  other  variables. 


Appendix  F),  shows  that  fairness  is  significantly  correlated  with  these  variables.  Therefore, 
while  the  effect  of  fairness  does  not  appear  to  be  as  hypothesized  (via  its  effect  on 
individuals'  aniludcs),  it  may  affect  compliance  indirectly  by  influencing  individuals’  moral 
obligation  or  subjective  norms  judgments.  The  nature  of  the  influence  of  fairness  on 
subjective  norms  and  moral  obligation  could  be  investigated  by  future  research. 

This  research  did  have  some  limitations.  First,  the  instrument  included  hypothetical 
situations,  therefore,  actual  behavior  was  not  observed.  It  is  possible  that  respondents  did 
not  respond  honestly  or  that  their  responses  did  not  represent  what  their  actual  behavior 
would  have  been.11  An  effort  was  made  to  ensure  confidentiality  and  emphasize  the 
necessity  of  thoughtful  responses.  Second,  since  the  investigation  included  only  three 
scenarios,  the  ability  to  generalize  beyond  these  situations  is  limited.  However,  results  that 
were  consistent  across  all  three  scenarios  would  appear  to  be  quite  robust.  Third,  there  is  still 
much  to  learn  about  how  these  beliefs  are  formed,  and  how  readily  they  can  be  changed. 

Conclusions  and  Future  Research 

This  research  had  several  objectives.  One  objective  was  to  leant  more  about  what 
factors  influence  individuals'  attitudes  toward  “cheating''  in  a tax  situation.  A second 
objective  was  to  identify  the  influences  on  individuals'  decisions  regarding  compliance.  A 
third  objective  was  to  identify  the  affect  that  fairness  perceptions  may  have  on  both 
individuals'  attitudes  toward  cheating  and  their  cheating  intentions.  These  objectives  were 
tested  by  exposing  subjects  to  three  different  tax  scenarios,  having  them  indicate  what 


behavior  they  would  engage  in  if  they  were  actually  in  that  situation,  and  then  measuring  a 
multitude  of  variables  which  were  hypothesized  to  influence  their  decision. 

Regarding  the  first  objective,  explaining  individuals’  attitudes  toward  cheating,  the 
influences  were  dependent  upon  the  scenario.  However,  in  general,  concern  over  whether 
the  behavior  was  illegal  and  whether  the  amount  of  tax  they  paid  would  be  favorably  affected 
were  useful  in  predicting  respondents’  attitudes  in  each  of  the  scenario.  Guilt  was  also 
influential,  while  concern  for  penalties  was  of  the  least  concern.  Fairness  was  only  mildly 
influential  in  explaining  the  respondents'  attitudes. 

The  results  of  the  compliance  investigation  identified  moral  obligation  as  an 
important  determinant  of  the  respondents’  compliance  choice.  The  more  likely  respondents 
were  to  agree  that  cheating  was  morally  wrong,  the  less  likely  they  were  to  cheat.  This  was 
a strong  result  that  bears  further  research.  For  example,  what  causes  individuals  to  have  a 
strong  moral  belief  about  cheating?  What  aspects  of  the  tax  system  and/or  situation 
encourage  and  discourage  that  belief?  Does  the  moral  effect  that  appears  in  this  study,  where 
intentions  arc  investigated,  extend  to  actual  behavior? 

The  effect  of  perceived  behavioral  control  in  the  compliance  model  is  also 
interesting.  When  perceived  behavioral  control  was  important,  it  entered  as  an  interaction 
effect.  In  both  the  charitable  contribution  scenario  and  the  tip  scenario  it  interacted  with 
other  variables  (subjective  norms  and  attitude)  to  influence  how  they  affected  individuals’ 

Second,  on  average  it  was  only  in  the  charitable  contribution  scenario  that  perceived 
behavioral  control  was  considered  low  (in  other  words,  respondents  rated  it  more  likely  that 


the  IRS  would  audit  and/or  detect  cheating  in  the  charitable  contribution  scenario  than  in  the 
other  two  scenarios).  The  difference  from  an  opportunity  standpoint,  between  the  charitable 
contnoutton  scenario  and  the  other  two  scenarios  is  that  the  charitable  contribution  rule 
required  the  taxpayer  to  produce  documentation,  while  in  the  other  two  scenarios  the  IRS 
would  be  required  to  “find”  something  that  the  taxpayer  did  wrong.  Interestingly,  the  number 
of  respondents  who  chose  to  cheat  was  much  less  in  the  charitable  contribution  scenario  than 
in  the  other  two  scenarios.” 

Finally,  the  last  objective  of  this  research  was  to  clarify  the  role  of  fairness.  Based 
on  the  results  of  this  research,  it  docs  not  appear  that  fairness  is  a primary  determinant  of 
individuals'  compliance  choices.  The  theoretical  prediction  of  this  research  was  that  fairness 
would  enter  into  the  compliance  equation  via  its  effect  on  individuals'  attitudes.  This 
conjecture  does  not  appear  to  be  correct.  It  can  not,  however,  be  said  that  fairness  does  not 
matter  at  all.  This  is  because  respondents'  fairness  judgments  were  correlated  with  two 
important  determinants  of  their  compliance  choice,  moral  obligation  and  subjective  norms. 
An  interesting  extension  of  this  fairness  investigation  would  be  to  sec  how  important 
fairness  is  to  taxpayers'  sense  of  moral  obligation  and  their  judgment  of  subjective  norms. 
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CHAPTER  FOUR 
SUMMARY  AND  CONCLUSIONS 

Overview 

This  dissertation  includes  the  results  of  two  separate  studies  that  investigated  the 
role  of  fairness  in  taxpayers'  interactions  with  the  federal  income  tax  system.  The 
objective  of  the  first  study,  reported  in  Chapter  Two,  was  to  learn  more  about  how 
taxpayers  make  judgments  about  the  fairness  of  a tax  system.  The  second  study,  reported 
in  Chapter  Three,  had  two  objectives.  One  objective  was  to  identify  the  effect  of  fairness 
judgments  on  taxpayers'  compliance  decisions,  A second  objective  was  to  test  the 
validity  of  the  Theory  of  Planned  Behavior  in  explaining  individuals'  compliance  choice. 

Because  fairness  is  such  a prominent  topic  in  the  political  discussion  of  tax 
reform,  a better  understanding  of  the  concept  is  vital.  Both  of  the  studies  in  this 
dissertation  contribute  to  n deeper  understanding  of  fairness.  Further,  the  results  provide 
insight  regarding  how  influential  taxpayers'  fairness  judgments  should  be  to  the  political 
debate.  The  research  described  in  this  dissertation  sought  to  gain  this  better 
understanding  by  doing  the  following: 

• Relying  on  theory  to  develop  hypotheses  about  what  factors  are  expected  to 
affect  taxpayers'  fairness  judgments. 

• Using  real  taxpayers  in  settings  where  they  would  be  influenced  by  as  many 
real-world  factors  as  practical. 

• Investigating  the  behavioral  effect  of  fairness  by  placing  it  in  a theoretical 
framework  that  specified  how  fairness  could  be  expected  to  influence 
compliance  behavior. 


Study  Out:  The  Determinants  of  Fairness 


In  the  first  study,  the  focus  was  how  taxpayers  make  judgments  about  the 
fairness  of  a tax  system.  Respondents  reacted  to  the  differences  in  policy  objectives 
achieved  and  the  complexity  of  the  two  systems  they  compared.  To  the  extent  that 
respondents  believed  one  of  the  tax  systems  was  better  at  achieving  the  policy  objectives 
they  valued,  they  were  more  likely  to  rate  that  tax  system  as  fair.  Likewise,  to  the  extent 
that  respondents  valued  simplicity,  they  were  more  likely  to  rate  the  alternative  tax 
system1  as  fairer  than  the  current  system. 

However,  the  primary  determinant  of  the  difference  between  the  respondents1 
fairness  judgment  of  the  current  system  and  the  alternative  system,  was  financial  effect. 
The  respondents  were  not  only  influenced  by  the  financial  effect  on  them  personally. 
Even  more  important  was  whether,  and  to  what  extent,  respondents'  believed  that  the 
amount  of  tax  they  pay  compared  to  what  others  pay  would  be  different  between  the  two 
systems. 

What  conclusions  can  be  drawn  from  this  result?  The  present  federal  income  lax 
system  is  designed  to  achieve  a variety  of  objectives.  Arguably,  however,  the  most 
apparent  feature  of  the  tax  system  to  an  individual  taxpayer  is  how  much  hc/she  pays.  In 
terms  of  assessing  the  fairness  of  a tax  system,  the  respondents  in  this  study  were  most 
influenced  by  this  feature.  This  would  imply  that  taxpayers  ore  not  making  objective 
assessments  of  fairness  based  on  equity  theory  principles.  Instead  they  may  be  subject  to 


Perceived  behavioral  control  was  influential  as  an  interaction  effect.  On  average, 
it  appeared  from  the  responses  that  most  people  believed  that  it  would  not  be  hard  to 
cheat  if  they  chose  to  do  so.  Of  the  three  scenarios,  respondents  thought  they  would 
have  the  most  trouble  cheating  in  the  charitable  contribution  scenario.  In  that  scenario, 
cheating  was  much  less  prevalent  than  in  the  other  two  scenarios.7 

Subjective  norms  and  attitude  were  also  influential  and  their  effect  was  usually 
moderated  by  respondents'  ratings  of  perceived  behavioral  control.  Further,  subjective 
norms  were  also  moderated  by  moral  obligation. 

Fairness  however  was  never  a primary  determinant  of  the  respondents' 
compliance  choices.  When  attitude  was  significant  at  explaining  the  compliance  choice, 
it  was  not  the  fairness  belief  facet  of  respondents'  attitudes  that  was  driving  its  influence. 
Guilt,  amount  of  tax  paid  and  concern  over  the  behavior  being  illegal  were  the  attitude 
determinants  that  influenced  the  respondents'  compliance  choices. 

In  summary,  moral  obligation,  attitude,  perceived  behavioral  control,  and 
subjective  norms  have  more  to  offer  toward  gaining  insight  into  taxpayers'  compliance 
choices,  than  does  fairness.  It  would  appear  that  researchers  and  policymakers  should 
look  beyond  fairness  for  an  explanation  of  why  taxpayers  cheat.  A caveat  to  this 
conclusion  is  that  fairness  was  correlated  with  moral  obligation  and  subjective  norms. 
Therefore,  fairness  may  have  an  indirect  effect  on  compliance  to  the  extent  that  fairness 
influences  taxpayers'  moral  obligation  and  subjective  norms. 


7The  higher  the  mean  of  the  perceived  behavioral  control,  the  easier  respondents  thought  il  would 


Future  Research  Directions 


The  results  of  this  research  beg  the  question  of  whether  fairness  is  a relevant  issue 
for  future  tax  research.  The  answer  to  this  question  is  yes  and  no.  Yes,  fairness  is  an 
important  policy  issue.  However,  when  compared  to  other  influences  on  taxpayers' 
behavior,  it  is  not  a primary  determinant  of  taxpayers'  compliance  choices. 

In  addition  to  fairness  not  influencing  their  behavior,  the  participants  in  this  study 
also  did  not  appear  to  make  objective  fairness  assessments.  This  does  not  mean  however 
that  policymakers  should  be  unconcerned  about  fairness.  To  the  contrary,  it  is  even  more 
incumbent  on  policymakers  to  make  sure  the  tax  system  is  fair,  since  it  appears  that 
taxpayers  themselves  will  not  be  able  to  reach  an  objective  consensus.  It  is  vital  that 
policy  makers  have  a clear  vision  of  what  criteria  they  are  using  to  assess  the  fairness  of 
various  alternatives.  Future  tax  research  can  both  help  identify  appropriate  criteria,  and 
assess  how  effective  the  various  policy  alternatives  are  at  meeting  the  criteria. 

In  the  first  study  a distinction  was  made  between  individuals  whose  attitudes  were 
motivated  by  a desire  to  express  their  core  beliefs,  and  individuals  whose  attitudes  were 
motivated  by  how  they  benefited  from  the  attitude  object.  Additionally,  individuals  who 
were  motivated  by  both  of  these  factors  were  considered  to  have  complex  attitude 
functions.  It  is  likely  that  most  individuals'  attitudes  toward  the  tax  system  serve  a 
complex  function.  If  this  is  true,  it  may  be  possible  to  prime  the  value-expressive 
function  and  obtain  a more  objective  assessment  of  fairness.  This  would  be  an  interesting 
research  objective  if  a deep  understanding  of  how  policy  objectives  can  affect  fairness  is 


of  interest. 


potentially  important  influences  on  fairness  that 


studied  in  this  dissertation  and  are  worthy  of  consideration-  Some  important  features  of 
the  lax  environment  that  were  held  constant  in  this  research  include  the  Internal  Revenue 
Service,  the  political  system  that  creates  the  tax  rules,  and  the  level  of  government 
spending.  It  would  be  interesting  to  know  how  these  features  of  the  tax  system  influence 
not  only  individuals'  judgments  of  fairness,  but  also  their  behavior.  The  level  of 
government  spending  seemed  to  be  a particularly  hot  topic  with  respondents.  It  may  hove 
a dominant  effect  on  their  fairness  judgments  that  was  not  brought  out  by  the  first  study 
because  it  was  not  varied  between  the  two  tax  systems.  A future  research  direction  is  to 
assess  the  influence  of  these  factors  on  taxpayers'  fairness  judgments. 

One  way  of  assessing  whether  taxpayers'  attitudes  about  the  federal  government 
are  important  to  their  fairness  judgments  would  be  to  compare  different  types  of  tax 
systems  and  different  tax  jurisdictions.  A comparison  of  an  income  lax  with  a sales  tax 
or  property  tax,  or  the  comparison  of  a federal  tax  with  a state  or  local  tax  might  be  of 
interest.  This  could  address  the  question  of  whether  there  is  dissatisfaction  with  the 
federal  government  that  influences  fairness  judgments. 

The  results  of  the  research  reported  here  suggest  that  perceptions  of  unfairness  arc 
not  particularly  useful  in  explaining  taxpayers'  compliance  choices.  This  result  appears 
quite  robust  across  the  three  scenarios  that  were  investigated.  There  are  however  a 
number  of  other  potentially  important  constructs  that  bear  further  investigation.  The 
effect  of  moral  obligation  was  particularly  strong  and  more  should  be  learned  about  it. 
For  example,  what  causes  taxpayers  to  have  a strong  (or  weak)  moral  belief  about 
cheating  on  taxes?  What  aspects  of  the  tax  system  encourage  and  discourage  that  belief? 


Does  the  moral  effect  that  appears  in  this  study  where  intentions  are  the  focus  extend  to 
actual  behavior?  How  important  are  fairness  judgments  to  taxpayers'  sense  of  moral 
obligation?  What  effect,  if  any,  do  tax  advisors  have  on  taxpayers'  moral  and  ethical 
beliefs?  Taxpayers’  moral  beliefs  should  offer  opportunities  for  future  research. 

Also  intriguing  were  the  results  regarding  perceived  behavioral  control. 
Detection  systems  have  been  studied  previously  in  tax  research.  However,  the  apparent 
perception  on  the  part  of  the  participants  in  this  study  that  cheating  was  relatively  easy  is 
interesting.  A study,  which  varied  the  case  with  which  cheating  could  be  engaged  in, 
would  be  useful  in  identifying  the  relative  influence  of  the  other  TPB  constructs  when 
cheating  was  difficult.  It  would  also  be  interesting  to  study  whether  the  results  of  this 
research  extend  to  a setting  where  behavior  is  being  studied. 

Lastly,  although  taxpayers'  fairness  perceptions  were  dominated  by  other  factors 
when  making  their  compliance  decisions,  it  is  possible  that  there  are  other  behaviors 
where  fairness  is  more  influential.  One  behavior  of  interest  is  voting  choice.  The 
perceived  fairness  of  the  tax  system  and  particularly  the  perceived  fairness  of  the 
exchange  relationship  between  the  government  and  the  taxpayers  may  be  an  important 
determinant  of  voting  choice.  The  effect  of  fairness  on  voting  choice  would  be  an 
interesting  subject  to  investigate. 
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Section  II 


Alternative  Rate  Schedule 


Some  people  think  a simpler  UK  system  might  be  better.  One  simpler  system  is  described 
below.  We'll  call  this  system,  Tax  System  A.  Tax  System  A would  collect  about  the  same 
amount  of  money  as  the  current  income  tax  system.  However,  in  general,  with  Tax  System 
A most  individuals  would  pay  less  in  federal  income  tax  than  with  the  current  system,  but 
most  businesses  would  pay  more. 


With  Tax  System  A individuals  wilt  pay  a 25 % tax  on  their  salary,  wages,  and 
money  received  from  pensions. 

Businesses  (both  corporations  and  small  businesses)  will  also  pay  a 25%  tax  on  net 
business  income.  Net  business  income  is  total  receipts  less  total  expenses. 


• Other  sources  of  income  including  interest  income,  dividend  income  and  capital 

gains  are  not  taxed  no  matter  if  received  by  an  individual  or  a business. 


All  itemized  deductions  (home  mortgage  interest,  state  and  local  taxes,  charitable 
deductions,  medical  expenses,  etc..)  and  tax  credits  (childcare  credit,  earned 
income  credit,  etc..)  will  be  eliminated.  Instead  there  will  be  a personal  allowance. 


An  example  of  how  one  family's  tax  return  would  look  using  Tax  System  A is  on  the  next 


APPENDIX  B 

MEAN  RESPONSES  TO  FAIRNESS  QUESTIONNAIRE 


(RESPONSE  SCALE:  l-"NOT  VERY  IMPORTANT  AT  ALL"  10 
7 -"VERY  IMPORTANT) 


(RESPONSE  SCALE:  »3-"ACHIEVED  MUCH  BETTER  BY  TAX 
SYSTEM  A"  to  -3-" ACHIEVED  MUCH  BETTER  BY  CURRENT 


(RESPONSE  S 
COMPLEX") 


FOLLOWING 


2)  In  general,  I think  Tax  System  A would  be  fair. 

(RESPONSE  SCALE:  1 -"STRONGLY  AGREE"  to 
7-"STRONGLY  DISAGREE") 


(RESPONSE  SCALE:  *3-"TAX  SYSTEM  A IS  MUCH  FAIRER" 
to  -3="CURRENT  TAX  SYSTEM  IS  MUCH  FAIRER") 


APPENDIX  C 

COMPLIANCE  QUESTIONNAIRE 


This  appendix  includes  two  of  the  six  versions  of  the  questionnaire  that  were 
The  two  versions  include  all  three  of  the  scenarios  that  were  used.  The  first  question 
includes  the  charitable  contribution  scenario  and  the  tip  scenario.  The  second  questio 
includes  the  tip  scenario  and  the  business  deduction  scenario.  The  questionnaires 


Part  I:  subjects  read  a short  paragraph  describing  a lax  "scenario";  they  were 
asked  7 questions  about  that  scenario.  Next  they  read  a ; 
were  ask  7 similar  questions  about  the  second  scenario. 


Part  II:  After  reading  the  second  scenario,  they  were  asked  20  questions  desi 


• Part  III:  On  the  lost  two  pages  of  the  questionnaire,  demographic  information 


The  following  discussion  identifier 


riable 


Attitude  Determinant  Hypotheses  (Hj) 

Recall  that  these  hypotheses  were  tested  based  on  the  following  regression  equa 


A,  = o + fi,T+ fi:J*  fijC*  fi,P*  fi,F 


T = lax  paid  belief 
J ‘illegal behavior  belief 
0 - guilt  belief 
P = penally  belief 


Further,  each  belief  variable  in  the  above  equation  is  the  product  of  an  evaluation 


score  (e.)  and  a perceived  likelihood  score  (b,).'  The  following  table  identifies  which  item 
from  the  instrument  is  used  to  collect  the  variables.  Note  that  each  of  these  variables  is 


collected  for  each  scenario. 


Perceived  Likelihood  Score: 


Tax  Paid 

Fairness 

Illegal 


Evaluation  Scores: 

Penalty 

Fairness 

Illegal 


Table  C-I 

Questionnaire  Items 
Attitude  Determinant  Hypothesis 
Questionnaire 
Section/Question  Number 


Part  n/Question  1 
Part  il/Question  5 
Part  Il/Question  9 
Part  II/Qucstion  13 
Part  Il/Question  17 


Part  Il/Question  3 
Part  Il/Question  7 
Part  Il/Question  1 1 
Part  Il/Question  15 
Part  Il/Question  19 


Part  I/Question  6 


Variable 


A, 


future  IRS  action),  I think  I would  pay  less  taxes  if  I (perceived  likelihood  score)! 


Compliance  Hypotheses  (Hi  and  Hj) 


Recall  that  these  hypotheses  were  tested  using  the  following  regression  equation: 


Cl  = a + PIA,  + P1SN*P:  PBC  + p,MO*  p,  a,  • PBC  + P,SN‘  PBC  *p.MO"  PBC 

where  Cl  = cheating  intentions 
Ac  = altitude  toward  cheating 
SN  = subjective  norms 
PBC  = perceived  behavioral  control 
MO  - moral  obligation 


The  following  table  identifies  each  of  the  instrument  items  that  were  used  to  collect  these 
variables.  Also  reported  in  the  table  are  the  additional  fairness  measures  that  were  used  in 


U»  INVESTIGATION  INTO  TAXPAYERS’ 
DECISION  MAKING 


This  questionnaire  includes  a description  of  two  different  situations  that  a taxpayer  may 
encounter  After  reading  a short  summary  of  each  situation,  you  will  be  asked  several 
questions  regarding  what  you  would  do  if  you  were  in  that  situation  and  your  opinions  about 
a variety  of  factors  regarding  the  particular  situation  Please  answer  each  question 
thoughtfitlly  Your  responses  will  be  kept  completely  confidential 

Situation  One 

It  is  April  15.1 997,  and  Jane  Smith  is  filling  out  her  1 996  federal  income  tax  return.  She  is 
filing  Form  1040  and  using  Schedule  A to  itemize  her  deductions  Jane  is  sure  that  during 
1996  she  contributed  SI,  100  to  her  favorite  charity,  but  she  cannot  find  any  record  of  this 
contribution  The  IRS  requires  that  a taxpayer  have  written  acknowledgment  from  the 
charitable  organization  for  any  cash  donation  over  $250  Jane  moved  during  1996  and  she 
lost  the  box  that  contained  her  cancelled  checks  and  tax  receipts.  Even  if  she  had  more  time, 
Jane  doesn't  think  she  could  get  documentation  from  the  charity  without  her  cancelled  check 


1-  If  it  were  you,  how  much  (if  any)  of  this  contribution  would  you  include  on  your  tax 
return  as  a charitable  deduction? 

ENTER  DOLLAR  AMOUNT  HERE: 


answering  the  following  questions  you  will  respond  to  a rating  scale  with  se 


2 Most  people  I know  would  approve  of  me  taking  SI,  1 00  as  a charitable  deduction 


slightly  somewhat  suonglv 


4 If  my  tax  return  were  audited,  the  IRS  would  discover  that  I took  a S 1 , 100  deduction  for 
this  contribution  without  appropnate  documentation. 

LIKELY : : : UNLIKELY 

5 I think  it  would  be  morally  wrong  for  me  to  take  S 1 , 100  for  this  deduction  on  my  tax 

DISAGREE : : : : : : AGREE 


6.  In  general,  my  taking  SI,  100  for  this  deduction  would  be: 

GOOD : : : : : ; BAD 

extremely  quite  slightly  neither  slightly  quite  extremely 

7.  I think  the  IRS  requiring  written  acknowledgment  for  charitable  contributions  greater  than 


Situation  Two 

John  Jones  is  a full-time  college  student  He  works  an  average  of  20  hours  per  week  as  a 
waiter  in  a local  restaurant  to  help  pay  for  his  living  expenses  His  income  consists  of  an 
hourly  rage  paid  by  his  employer  plus  the  tips  he  receives  from  customers  According  to  the 
tax  law,  both  the  wages  and  all  the  tips  are  subject  to  federal  income  tax  and  social  security 
tax  (whether  or  not  they  are  reported  to  the  IRS  by  the  employer).  At  the  restaurant  where 
he  works,  the  employees  must  report  the  tips  they  receive  on  their  time  card  each  pay-period 
so  that  their  employer  can  withhold  taxes  on  the  full  amount  of  income  and  report  ihe  wages 
and  tips  to  the  IRS  John's  W-2  for  1996  showed  wages  and  tips  ofSIO.OOO  He  estimates 
that  he  earned  at  least  $3,000  more  in  tips  that  he  did  not  report  to  his  employer  and  therefore 
were  not  reported  to  the  IRS 


I.  If  you  were  John,  how  much  (if  any)  of  the  S3.000  unreported  tips  would  you  include 
on  your  1996  tax  return? 

ENTER  DOLLAR  AMOUNT  HERE: 


In  answering  the  following  questions  you  will  respond  to  a rating  scale  with 
places:  please  make  a check  mark  in  the  middle  of  the  snare  whirh  heel  Swi-rih.. 
opinion. 


2 Most  people  I know  would  approve  of  me  excluding  the  S3.000  of  tips  from  my  income 
for  tax  purposes 

DISAGREE : : : : : : AGREE 

strongly  somewhat  slightly  neither  slightly  somewhat  strongly 


3 If  I excluded  the  S3.000  from  my  income  on  my  tax  return,  I think  my  tax  return  would  be 
audited. 

LIKELY : 


UNLIKELY 


income  by  53,000. 

LIKELY  : 


d,  I chink  the  IRS  would  discover  that  I had  understated  m; 


In  (his  section  of  the  questionnaire,  you  arc  asked  to  respond  to  a set  of  questions  that 
refer  to  the  two  situations  that  you  just  read.  In  the  following  questions  Situation  One 
refers  to  the  charitable  deduction  situation,  and  Situation  Two  refers  to  the  tip 
situation.  As  before,  in  answering  the  following  questions  you  will  respond  to  a rating 
scale  with  seven  places;  please  make  a check  mark  in  the  middle  of  the  snare  which  h„.i 


I  I would  feel  guilty  ifl  took  SI, 100  as  a charitable  deduction  on  my  tax  return  in  Situation 
One 

UKELY : : : : : ; UNLIKELY 

extremely  quite  slightly  not  sure  slightly  quite  extremely 


2  I would  feel  guilty  ifl  excluded  the  S3.000  of  tips  from  my  income  tax  return  in  Situation 


UKELY UNLIKELY 


3  If  I knew  taking  SI . 100  as  a charitable  deduction  on  my  tax  return  in  Situation  One  would 
make  me  feel  guilty,  I wouldn't  do  it. 

AGREE___: ^ : : DISAGREE 


4.  Ifl  knew  excluding  S3, 000  from  my  income  in  Situation  Two  would  make  me  feel  guilty, 
1 wouldn't  do  it. 

AGREE : : ; : : : DISAGREE 

strongly  somewhat  slightly  neither  slightly  somewhat  strongly 


5 In  the  end  result  (after  considering  any  potential  future  IRS  action),  1 think  1 would  pay  less 
taxes  ifl  took  SI,  100  as  a charitable  deduction  in  Situation  One  (as  opposed  to  not  deducting 
the  contribution). 

LIKELY : : : : : : UNLIKELY 


DISAGREE 


AGREE_n^:^^|^:.^.|'  : DISAGREE 


1 3 By  taking  S 1 . 100  as  a charitable  deduction  in  Situation  One.  I think  I would  pay  a fairer 
LIKELY : : UNLIKELY 


AGREE. 


DISAGREE 


I would  consider  il  illegal  if  I excluded  the  S3, 000  in  tips  from  my  income  in  Situation 


AGREE. 


DISAGREE 


19.  If  it  is  illegal  to  deduct  SI, 100  as  a charitable  contribution  in  Situation  One,  I wouldn't 
like  doing  it 


DISAGREE 


20.  If  it  is  illegal  to  exclude  the  S3.000  of  tips  from  my  income  in  Situation  Two,  I wouldn't 
like  doing  it. 


DISAGREE 


Please  answer  some  general  questions 
interpreting  the  results. 


I In  general.  I rate  the  fairness  of  the  federal  income  tax  system  as: 
UNFAIR  : : : • : : F, 


2.  In  general.  I rate  the  fairness  of  the  amount  of  federal  income  tax  I pay  as: 


UNFAIR 


: : FAIR 


3.  In  general,  I think  most  people  I know  would  approve  of  me  estimating  deductions  "in  my 
favor"  or  not  reporting  all  of  my  income  to  the  IRS’ 

LIKELY : : : : : : UNLIKELY 

extremely  quite  slightly  not  sure  slightly  quite  extreme!)' 

4.  In  general,  1 think  it  is  morally  wrong  to  "cheat"  on  my  taxes,  regardless  of  the  situation. 

AGREE : : : : DISAGREE 


5 In  general.  1 think  it  would  be  easy  for  me 
AGREE 


6.  In  general,  I think  cheating  on  my  taxes  is: 
GOOD : : : : : : 


"cheat"  on  my  taxes  and  gel  away  with  it. 
_ DISAGREE 


7 There  have  been  times  when  preparing  my  federal  income  tax  return  that  I have  estimated 
a deduction  amount  "in  my  favor" 


: : : : : : UNLIKELY 


wasn't  reported  to  the  IRS  by  a third-party 


UNLIKELY 


in  One  (Charitable  Dcducli. 


Situation  Two  (Tip  Situation)  UN- 
FAMILIAR  : : .FAMILIAR 


10.  My  gender: 

1)  MALE 

2)  FEMALE 

1 1 My  present  age  years 

12.  Who  usually  prepares  my  tax  return 


1)  I DO  3)  PAID  PREPARER  (H&R  Block,  CPA,  etc ) 

2)  MY' SPOUSE  4)  OTHER  (please  specify) 

13.  The  highest  level  of  education  that  I have  completed: 

1 ) LESS  THAN  HIGH  SCHOOL  4)  BACHELORS  DEGREE 

2)  HIGH  SCHOOL  5)  MASTERS  DEGREE 

3)  SOME  COLLEGE  6)  OTHER  ADVANCED  DEGREE 


1)  UNDER  S20.000  3)  SS0,00I-S75.000 

2)  S20.001-S50.000  4)  OVER  S75.000 

15  Does  your  regular  work  invc 
YES  NO 


:ilve  preparing  federal  in 


Thank  you  for  completing  this  questionnaire.  Your  contribution  to  this  research  effort  is 
greatly  appreciated  If you  would  like  a summary  of  the  results,  write  "copy  of  results"  and 
your  name  and  address  on  the  return  envelope.  To  insure  confidentiality  of  your  responses, 
do  not  put  your  name  on  this  questionnaire. 


k.N  INVESTIGATION  INTO  TAXPAYERS' 
DECISION  MAKING 


This  questionnaire  includes  a description  of  two  different  situations  that  a taxpayer  may 
encounter.  After  reading  a short  summary  of  each  situation,  you  will  be  asked  several 
questions  regarding  what  you  would  do  if  you  were  in  that  situation  and  your  opinions  about 
a variety  of  factors  regarding  the  particular  situation.  Please  answer  each  question 
thoughtfully.  Your  responses  will  be  kept  completely  confidential 


Situation  One 

John  Jones  is  a full-time  college  student  He  works  an  average  of  20  hours  per  week  as  a 
waiter  in  a local  restaurant  to  help  pay  for  his  living  expenses  His  income  consists  of  an 
hourly  wage  paid  by  his  employer  plus  the  tips  he  receives  from  customers.  According  to  the 
tax  law,  both  the  wages  and  all  of  the  tips  are  subject  to  federal  income  tax  and  social 
security  tax  (whether  or  not  they  are  reported  to  the  IRS  by  the  employer)  At  the  restaurant 
where  he  works,  the  employees  must  report  the  tips  they  receive  on  their  time  card  each  pay- 
period  so  that  their  employer  can  withhold  taxes  on  the  full  amount  of  income  and  report  the 
wages  and  tips  to  the  IRS  John's  W-2  for  1996  showed  wages  and  tips  of  SI0.000.  He 
estimates  tht  he  earned  at  least  $$3,000  more  in  tips  that  he  did  not  report  to  his  employer  and 
therefore  were  not  reported  to  the  IRS. 

1.  If  you  were  John,  how  much  (if  any)  of  the  S3.000  unreported  tips  would  you  include 
on  your  1996  tax  return? 

ENTER  DOLLAR  AMOUNT  HERE: 


In  answering  the  following  questions  you  will  respond  to  a rating  scale  with  seven 
places;  please  make  a check  mark  in  the  middle  of  the  space  which  best  describes  vour 
opinion. 

2 Most  people  I know  would  approve  of  me  taking  excluding  the  S3, 000  of  tips  from  my 


income  for  tax  purposes. 

DISAGREE _ AGREE 

3.  If  I excluded  the  $3,000  from  my  income  on  my  tax  return,  I think  my  tax  return  would 
be  audited. 

LIKELY : : : UNLIKELY 


by  $3,000 


6.  In  general,understating  the  tips  I received  would  be: 

GOOD : : : : : : BAD 


UNFAIR : : : : : : FAIR 


Silualion  Two 

Jim  Johnson  operates  an  advertising  business  out  of  his  home.  Tim  uses  a spare  bedroom  in 
his  home  as  his  office  He  calls  clients,  prepares  advertising  bids,  does  his  billing,  etc , from 
this  office.  He  estimates  that  the  annual  cost  of  maintaining  this  office  in  his  home  is 
approximately  S2.000  Jim's  daughter,  a college  student,  also  lives  with  him  In  the  evening 
she  often  uses  Jim's  office  computer  to  do  her  homework.  According  to  the  tax  law,  the  fact 
that  his  daughter  uses  this  office  for  personal  reasons  prohibits  Jim  from  being  able  to  deduct 
the  $2,000  as  a business  expense  For  1996,  Jim’s  total  revenue  from  this  business  is  $50,000 
and  his  expenses,  not  including  the  home  office  expense,  are  S20.000. 

I.  If  you  were  Jim,  how  much  (if  any)  of  the  $2,000  home  office  expense  would  you 
deduct  on  your  1996  tax  return? 

ENTER  DOLLAR  AMOUNT  HERE: 


In  answering  the  following  questions  you  will  respond  to  a rating  scale  with  seven 
places;  please  make  a check  mark  in  the  middle  of  the  snace  which  best  describes  vonr 
oninion. 


2 Most  people  I know  would  approve  of  me  deducting  the  S2.000  home  office  expense  on 
my  tax  return. 

DISAGREE. : : _ AGREE 


3.  If  I deducted  the  $2,000  home  office  expense  on  my  tax  return,  I think  my  tax  return  would 
be  audited. 


LIKELY ; UNLIKELY 


In  this  section  of  the  questionnaire,  you  are  asked  to  respond  to  a set  of  questions  that 
refer  to  the  two  situations  that  you  just  read.  In  the  following  questions  Situation  One 
refers  to  the  tip  situation,  and  Situation  Two  refers  to  the  home  office  expense  situation. 
As  before,  in  answering  the  following  questions  you  will  respond  to  a rating  scale  with 
seven  places:  please  make  a check  mark  in  the  middle  of  the  snare  which  best  Hesrrihr. 


I 1 would  feel  guilty  if  I excluded  the  S3.000  of  tips  from  my  income  tax  return  in  Situation 
One 


LIKELY. : : : UNLIKELY 

2.  I would  feel  guilty  if  I deducted  the  S2.000  home  office  expense  tax  return  in  Situation 


LIKELY : : : : : • UNLIKELY 

extremely  quite  slightly  not  sure  slightly  quite  extremely 


3.  If  I knew  excluding  S3.000  from  my  income  in  Situation  One  would  make  me  feel  guilty. 
I wouldn't  do  it. 

AGREE .DISAGREE 

4.  If  I knew  taking  S2.000  as  a home  office  expense  deduction  on  my  tax  return  in  Situation 
Two  would  make  me  feel  guilty.  I wouldn't  do  it 

AGREE : : : : : : DISAGREE 

xuongly  somewhat  slightly  neither  slightly  somewhat  strongly 


5 In  the  end  result  (after  considering  any  potential  future  IRS  action).  I think  I would  pay  less 
taxes  if  I excluded  the  S3, 000  of  tips  from  my  income  n Situation  One  (as  opposed  to 
including  them  in  my  income). 

LIKELY : : : : ; : UNLIKELY 


ae  office  expense  in  Situation  Two,  I think  I would  pay  a 


onsidcr  it  illegal  if  I ex 


AGREE 


DISAGREE 


AGREE, 


.DISAGREE 


19  If  it  is  illegal  to  exclude  the  S3.000  of  tips  from  my  income  in  Situation  One.  I > 
like  doing  it 

AGREE .DISAGREE 


AGREI 


.DISAGREE 


Please  answer  some  general  questions  and  some  questions  about  yourself  to  help  in 
interpreting  the  results. 

I In  general,  I rate  the  fairness  of  the  federal  income  tax  system  as: 

UNFAIR : : : : : : FAIR 


extremely  quite  slightly  neither  slightly  quite  exuemcly 

2-  In  general.  1 rate  the  fairness  of  the  amount  of  federal  income  tax  I pay  as: 
UNFAIR : : : : : : FAIR 


3.  In  general,  I think  most  people  I know  would  approve  of  me  estimating  deductions  "in  my 
favor"  or  not  reporting  all  of  my  income  to  the  IRS’ 


4.  In  general.  I think  it  is  morally  wrong  to  "cheat" 

AGREE : : : : 

strongly  somewhat  slightly  neither  slightly 

5.  In  general,  I think  it  would  be  easy  for  me  to  "c 

AGREE : : : : 


on  my  taxes,  regardless  of  the  situation 
: : _D1SAGREE 

heat"  on  my  taxes  and  get  away  with  it. 
: : DISAGREE 


6.  In  general,  I think  cheating  on  my  taxes  is: 

GOOD : : : : : : 

extremely  quite  slightly  neither  slightly  quite  extremely 


7 There  have  been  times  when  preparing  my  federal  income  tax  return  that  I have  estimated 
a deduction  amount  "in  my  favor". 

LIKELY : ; : UNLIKELY 


UNLIKELY 


9 Plea 


Situation  One  (Tip  Situation)  UN- 
FAMILIAR  ' ! ih  1 gh  . : ! — 1 FAMILIAR 


10.  My  gender 


2)  FEMALE 

12.  Who  usually  prepares  my  tax  return: 

1) 1  DO  3)  PAID  PREPARER  (H&R  Block,  CPA,  etc.) 

2)  MY  SPOUSE  4)  OTHER  (please  specify) 

1 ) LESS  THAN  HIGH  SCHOOL  4)  BACHELORS  DEGREE 

2)  HIGH  SCHOOL  5)  MASTERS  DEGREE 

3)  SOME  COLLEGE  6)  OTHER  ADVANCED  DEGREE 

14.  My  family  income  level  (before  taxes) 

1)  UNDER  S20.000  3)  S50.001-S75.000 

2)  S20.001-SS0.000  4)  OVER  S75.000 

1 5 Does  your  regular  work  involve  preparing  federal  income  tax  forms  or  any  related  tasks? 
YES  NO 


Thank  you  for  completing  this  questionnaire . Your  contribution  to  this  research  effort  is 
greatly  appreciated  If  you  would  like  a summary  of  the  results,  write  "copy  of  results " and 
your  name  and  address  on  the  re  him  envelope.  To  insure  confidentiality  of your  responses, 
do  not  put  your  name  on  this  questionmtire. 
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